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The Financial World Research Bureau 
53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obligation to me) 
how your personal supervisory service would assist me to adopt a progres- 
sive investment program. I enclose a list of my investments (showing 
the number of shares and their original cost) to guide you in telling me 
just how The Financial World Research Bureau will aid me. 


to the New Investment Prospect 


HE most successful investors are those who adjust their 
a. to a new market phase at its very beginning, — 
who strike out boldly and confidently on a program keyed to 
determinable investment prospects. It does not pay to wait until a 
new situation has worked itself out, for securities have a way of 
discounting the future, and those who delay must pay the highest 
prices—which means lessened possibilities of price enhancement 
as well as a smaller yield on the investment. 


@ Your investment outlook has been changed in the past month 
by new governmental activities, the altered banking situation, 
possibilities of tariff, debt and other international adjustments, 
and progress towards balancing the national budget, as well as 
by the transition into the crop-growing season. Wisdom, there- 
fore, dictates a thorough survey of your present security hold- 
ings and the adoption of a program that will enable you to 
benefit to the greatest advantage from developing opportunities. 


@ Undertake this important work now. Avail yourself of the 
facilities, experience and guidance offered by The Financial 
World Research Bureau. The simplicity of procedure enables you 
to follow an ordered, progressive program with the least inter- 
ruption to your normal business activities and with a minimum 
draft on your time. The supervision is personal—individual; for 
no investor has the same problems, resources and requirements 
as another. There are no group advices; and no speculative 
recommendations. Let us discuss with you the application of 
our methods to your situation. The cost is moderate—$100 for 
a comprehensive review, a progressive program and a full year 
of continuous individualized supervision. 
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The service is equally well 
adapted to existing port- 
folios, and for establishing 
new portfolios or directing 
the investment of new 
funds at opportune times. 
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in 1902 The Financial World was established to diffuse the truth about investments, has constantl t d this att 7 tions 
mn 190 tude, and will continue to do so, confident in its belief that as long as it clings to this deat po pono parte of Circula 
support of the investing public. 
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IN COMING ISSUES 


Russian Recognition 


HERE are strong indications that overtures shortly 

will be made looking to recognition of the Soviet 
government in Russia by this country, the principal 
reason therefor being the reopening of trade channels with 
that populous territory. To the man in the street, “trade 
with the Soviet” immediately implies increased business 
for the farm implement manufacturers. But that industry 
is not the only one that would be benefited by such a 
resumption of diplomatic relations. Other lines also would 
be able to expand their export business, to the decided 
advantage of American labor as well as stockholders. A 
discussion of this situation will appear soon, and will 
include specific examples. 


What Prospects for the Rails? 


HE American railroad picture is changing rapidly, 

and with it come changes in the status and prospects 
of numerous railroad security issues. Developments hav- 
ing their genesis with the rail managements themselves as 
well as legislation fostered by the Federal Administration 
will have an important bearing upon the individual 
security holder, and in addition divergent earnings trends 
are becoming apparent among the various rail groups. 
What will all this mean to the present owner of railroad 
issues? To the prospective purchaser? 


A “3.2” Beneficiary? 


EW of the supposed beneficiaries of liberalization of 

the Prohibition Laws have been able to show much 
in the way of earnings during the past several years, and 
fewer are still paying dividends. Although one company 
has received little publicity as being a member of the 
favored group, it is in direct line for additional business 
resulting from the sale and distribution of beer. This new 
business is by no means expected to “double or triple” 
earnings, but it should help the company at least to equal 
last year’s record, which was to cover current dividends 
twice over. An analysis will appear in an early issue. 
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q HIGHLIGHTS 


Dullness a ruling characteristic — Govern- 
ment bonds up on hints of larger economies 
— Dividend actions a factor — Tractions 
gain on unification prospects — Industrial 
news improves — Proposed publicity on 
new offerings a step in right direction 


The 
Market Situation 


Dullness and irregularity characterized security trading 
during the greater part of the past week. A somewhat 
brighter tone to the business news was without appreciable 
influence and sight was apparently lost of important implica- 
tions in several Washington developments. Proposed 
legislation calling for complete information concerning new 
security offerings, although a constructive.step, could hardly 
have been expected to have much effect upon listed prices, 
but reports of economies of nearly $900 millions to be made 
by the President in Government expenses constitute some- 
thing which, if actually carried out, will materially aid 
general business, market psychology and security prices. 


Dividend news continues to exert visible influence upon 
individual stock prices, American Can and Allied Chemical 
adding 2 and 3 points respectively on announcement of 
maintenance of regular rates. Hershey Chocolate, on the 
other hand, at one time was 8 points lower following re- 
duction in its annual rate despite the fact that earnings and 
prospects had for some time clearly suggested a downward 
revision. Among the utilities, about the only display of 
strength was afforded by New York City traction issues, 
a reflection of the current negotiations for unification 
of the city’s transit facilities. On the basis of figures that 
have already been worked out, holders of B.-M. T. and 
Interborough issues would, under unification, receive 
materially more than their securities now command in the 
market, but, of course, such proceedings are likely to be 
long drawn out and exchange figures will probably be ma- 
terially scaled down in the meantime. 


The possibility of inflation continues to be the subject of 
close scrutiny in financial circles, but so far there have been 
virtually no developments that would support the opinion 
that anything harmful is in prospect along that line. Firm- 
ness in commodity prices, and occasional bursts of strength 
among individual items, can only with difficulty be traced 
to anything remotely suggesting inflation. So far as Federal 
agencies are concerned, their actions thus far have been in the 
opposite direction. Although not in evidence now, some- 
thing along the lines of “controlled” inflation may appear 
later; a larger public works program financed by capital 
expenditures and ostensibly for unemployment relief is one 
way that it could be accomplished. 


Accumulation of sound securities has been going on for 
some time, although surface indications, i.e. sagging price 


tendencies, would appear to suggest the opposite. Im- 
portant buying for long term investment purposes is seldom 
conducted at rising prices, the usual procedure being to 
purchase on a “scale down.”’ Corporate solvency is being 
given more consideration during the present period than 
ever before, inasmuch as it is of the utmost importance to 
hold securities only of those companies that will obviously 
be able to stay in business despite the absence of earnings 
for a few more months. It is impossible in times like the 
present to judge securities largely on current or past earn- 
ings. Granted financial strength and a business that is 
not decadent, leading American corporations will be able to 
recoup earning power with any significant improvement in 
general conditions. And when the stocks of our large and 
important enterprises are selling at such low levels as they 
are at present, it seems ridiculous to tie up one’s funds in 
issues representing companies under the handicap of in- 
adequate financial strength. 


Standing on their own without support from business 
sources, stocks lost only moderately in the week of March 
22-29 with a drop of $120 millions. Since the opening rally 
on the resumption of trading following the bank holiday, 
stock values have dropped $2,140 millions, but going back 
to the closing prices preceding the holiday a gain of $740 
millions has been registered. With only two trading periods 
to go in March, that holiday interrupted month shows a 
gain of $1,290 millions to date, which, in recognition of the 
extreme conditions encountered, is a constructive accom- 
plishment. Going back even further and eliminating the 
intermediary ups and downs, the past year finds stocks at 
approximately the same value notwithstanding the fact 
that there are 18 million fewer shares listed on the New York 
Stock Exchange than a year ago. The turnover for the past 
week was at the slow pace of 1.31 per cent. Lack of public 
participation has kept the loan ratio practically stagnant 
at around 1.75 per cent. The average price of all listed 
stocks is $15.82 a share and the loans carrying them 28 
cents a share. 


TREND OF MARKET VALUES 
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Wor p's index for the market valuation of all stocks listed on the New 
York Stock Exchange, which compares with the official figures reported 
once each month by the Stock Exchange. The ‘Loan Ratio’’ expresses 
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The Trend 
Things 


Digest and interpretation 
of business and financial 
developments 


BUSINESS—tTrade statistics are beginning to take on a more 
cheerful aspect, reflecting the lifting of banking restrictions in 
additional parts of the country and the improvement in 
sentiment which has developed in interior sections. The chart 
appearing at the bottom of this page shows the abrupt decline 
experienced in general business accompanying the banking 
difficulties following the beginning of February, and the 
depth to which it had sunk by the middle of March; but pre- 
liminary figures clearly forecast a significant upturn in the 
index for the week ended March 25. For instance, automo- 
bile production for that week was nearly double that of the 
preceding week, the comparative figures being 10,600 units 
and 20,770 units. Early returns from leading railroads show 
a sharp upturn in freight traffic, and electric power production 
experienced a contra-seasonal gain from 1.37 billion k.w.h. to 
almost 1.41 billion k.w.h. Even the long depressed building 
industry has recently shown a spark of vitality; new contracts 
(Dodge Reports) for March 9-15 were at the daily average rate 
of only $1.5 million but for the following six business days the 
rate was increased to $2.4 millions. Steel ingot production has 
shown little change as yet, but it is possible that the mills’ 
shipments of semi-finished steel have recently increased, a 
development which would not be reflected in the usual weekly 
estimates of production. Of course, industrial activity is 
receiving impetus from the seasonal pull usually in evidence 
at this time of the year, a time which normally witnesses an 
approach to the spring peak. Several more weeks of encour- 
aging trade figures will now do more to increase confidence 
further than any other factor, and it is a complete restoration 
of confidence that is so much needed. 


CREDIT—Not only has the threat of an increase in the New 
York Federal Reserve Bank’s rediscount rate been completely 
removed by the events following the ending of the banking 
holiday, but recent developments would suggest the existence 
of grounds now for a reduction from the present 314 per cent 
level. While the current ease in money is partially a reflection 
of lack of demand, it also is an indication of the passing of the 
credit strain. Time rates were marked down last week to 2 per 
cent as against the previous 244 per cent quoted, and Federal 
funds (surplus bank reserves) dropped to 34 of 1 per cent, an 
indication of progress in cutting down member bank borrow- 
ings. The official rate for call money is still 3 per cent, but 
ample accommodations can be obtained in the ‘“‘outside”’ 
market at 2 per cent and even somewhat lower. With the 
country’s banking structure speedily getting back to normal, 
it is apparent that firmer money rates will probably await a 
revival of demand for credit accommodation by business. 


LEGISLATION—President Roosevelt’s Wednesday message 
to Congress coincides with a reform that Tur Frinanciau 
Wor.p has long urged (see page 326). There should be no 
objection on the part of reputable underwriting houses to 
furnish the public with complete information concerning securi- 
ties which the public is asked to buy—it is something to which 
the prospective purchaser is fully entitled. The application of 
such a policy is not meant to be a guaranty of profitable 
operation of the company whose securities are offered; such a 
thing would be impossible. But it should guarantee the funda- 
mental honesty of the enterprise: its management as well as 
the interests offering the issue. The enactment of legislation of 
this sort should see the end of the high pressure salesman and 
his “boiler shop’’ methods, the scrambling together of com- 
panies in order to create business for stock jobbers, the sale of 
bonds of foreign countries on the verge of bankruptcy, and 
numerous undesirable practices of some of the so-called invest- 
ment trusts. Properly enforced, the new legislation should 
prove a long step in the right direction. 
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EARNINGS—Forthcoming first quarter corporate earnings 
reports should have little effect on stock prices inasmuch as 
the poor results that will be shown in most cases is common 
knowledge. Not only did physical volume of business suffer 
during the past three months because of the banking diffieul. 
ties, but the fact that so many banks are still closed will have 
an adverse effect on income statements of numerous corpora- 
tions. The practice which now seems to be generally followed 
is to hold out checks received on closed institutions in the hope 
that they can later be collected, a factor which may aid the 
earnings of subsequent quarters but which can have only the 
effect of reducing income for the first three months of this year, 
Companies which have their own funds tied up in closed banks 
will doubtless set up reserves against possible losses; some of 
these reserves will be charged against earnings while others 
will be taken from surplus. 


CIGARETTES—February cigarette sales (as measured by 
stamp tax withdrawals) showed the largest percentage gain over 
figures of the same month of the preceding year since March of 
1931, the increase amounting to 2.25 per cent. This follows 
monthly losses of from 3 per cent to more than 81% per cent 
during the September-January period, and seems to be a defi- 
nite indication that the price cuts that have been instituted 
by the leading cigarette manufacturers are having the desired 
effects. Not only does the new low price for the four leading 
brands take away much of the business of the small 10-centers, 
but it also is attracting back those who in recent months have 
been ‘‘rolling their own,’ a development that is reflected in 
the 16.7 per cent decline in February sales of manufactured 
tobacco. Present low prices of the ‘‘ big four’’ brands are offset 
to large extent by low raw tobacco prices; it is impossible to 
predict what may be done through legislative channels to raise 
tobacco prices, but if left to the laws of supply and demand 
it is probable that low prices would continue. Encouraged 
by the price gains for the 1932 crop, tobacco growers have now 
planted 22 per cent additional acreage for this year, appar- 
ently forgetting the lessons they should have learned during 
the past several years. 


TEXTILES—Production of cotton goods since the first of this 
year has been maintained at a somewhat higher level than in 
the same period of 1932, an achievement which was probably 
at the expense of building up inventories until quite recently, 
when larger sales had the effect of at least partially correcting 
the situation. Continued sales volume, it is hoped, will permit 
maintenance of the current rate of operations. The milling 
industry is perturbed concerning pending legislation providing 
for a processing tax, something that the trade feels would have 
the effect of reducing demand for finished goods because of the 
higher retail prices which would inevitably result. Only actual 
experience will give a clue to results. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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THE Components: This is an unweighted index of five sensitive series 
of industrial activity; new building contracts, electric oe roduction, 
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Corporate Housecleaning 
and Future Earnings 


Drastic write-offs of asset values and major changes in depreciation policies 
revealed by many 1932 reports involve the danger of serious overstatement of 
earnings in future years. 


By Georce H. DiImMon 


a special problem. Most investors are 
aware of the large inventory losses suf- 
fered by many different types of manu- 
facturing and processing companies (nota- 
bly in the rubber, copper fabricating and 
meat packing industries) in recent years 
as a result of the sharp declines in raw 
material prices. The conservative prac- 
tice has been to charge such losses, and 
also losses on depreciated foreign curren- 
cies, abnormal losses on uncollectible 
accounts, ete., to current income, but in 
1932, many companies, fearing the ad- 
verse psychological effects of the large 
charges for these items, adopted the policy 
of deducting them from surplus accounts. 
In individual situations, this practice 
may have been partially or even wholly 
justified, but by and large it must be con- 
sidered a departure from conservative 
accounting practice. 

However, it may be said in general that 
this policy is of but passing importance, 
since it affects only the stated earnings 
of a single year. The main reason why 
the wholesale write-offs of fixed asset 


they may be in most respects un- 

pleasant, is the order of the day. 
Judging from the measures adopted by 
the new Administration to date, the de- 
termination to face unpleasant realities 
squarely is an important element in the 
spirit of the much advertised ‘“‘New 
Deal.”” Underlying most of the economic 
problems of the present day is the fact 
that the value of property of almost every 
description except gold and the highest 
quality bonds has depreciated greatly in 
the past three years, and that a substan- 
tial part of this general loss in value is 
permanent. 

Since depreciation of asset values 
should be recognized in accounting prac- 
tice, it is only logical that the salient 
feature of many corporation reports for 
1932 should be sweeping write-offs of 
asset values against either earned surplus 
or capital surplus. Prominent examples 
are too numerous to mention; perusal of 
a group of reports of industrial com- 
panies chosen at random will disclose 
many instances of drastic 


the facts,” even though 


lescence charges of prior years. In this 
event, the inevitable result will be that 
the earnings to be reported in future years 
will be materially in excess of the ecor- 
poration’s true earning power. To illus- 
trate this point, we may take the example 
of one of the companies which represents 
the reductio ad absurdum in fixed asset 
write-offs. Stockholders of the U. S. 
Industrial Aleohol Company have been 
asked to approve, at the annual meeting 
to be held on April 20, 1933, a reduction 
in the book value of the company’s fixed 
assets to the nominal figure of $1, to be 
effected by a charge against capital 
surplus. The effect of this measure, if ap- 
proved, will be to eliminate the necessity 
of any future charges for depreciation. 

This could only mean that future earn- 
ings, as reported by the company, would 
be greatly in excess of true earnings. No 
intelligent person will deny that ‘‘wear 
and tear” and obsolescence are very im- 
portant elements of the cost of doing 
business. When they are disregarded, 
there is a constant temptation to sell the 
company’s product at a 


sealing down of stated asset 


values. There seems to be 
a general disposition on the 
part of investors to regard 
these write-offs as an evi- 
dence of the conservatism of 
the managements, and for 
this and other reasons, more 
or less vague, to believe that 
they are entirely commend- 
able. A thorough study of 
the subject shows that this 
attitude is by no means war- 
ranted in many cases. 


1 price which does not allow 
a reasonable profit (allow- 
ing for all costs of pro- 
duction). This means that 
there is a tendency for the 
company’s capital to be grad- 
ually dissipated. Thus it will 
be seen that, whereas writing 
down all of the company’s 
fixed assets to $1 might super- 
ficially seem to be a very 
conservative move, it may be 
in reality the antithesis of 
conservatism. (Other com- 


There are three general 


panies which either have re- 


classifications of assets which A 
have been subjected to drastic write- 
downs on the books of American corpora- 
tions since the end of the ‘‘New Era,” 
viz., fixed tangible property such as real 
estate, plants, equipment and machinery; 
intangibles including trade-marks, good- 
will, patents, bond discount and expense, 
leaseholds, ete.; and current assets such 
as inventories, accounts receivable, mar- 
ketable securities and foreign exchange. 
Book valuations for most classes of in- 
tangibles are largely arbitrary, and except 
for certain items which lend themselves 
readily to amortization (such as patents, 
leaseholds, bond discount and expense) 
there has been, in recent years, an increas- 
ing tendency among conservative ac- 
countants to exclude such assets from 
capitalization or, where they have already 
been capitalized, to write them down to 
$1 or some other nominal figure. In most 
cases there can be no objection to writing 
off these intangibles against capital sur- 
plus, as a measure of conservatism. 
Write-offs of current assets constitute 
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values is of much greater importance is 
the fact, not universally recognized, that 
these revaluations are likely to affect the 
earnings record for many years. When 
a@ company makes a write-off against 
plant and equipment substantially larger 
than existing depreciation reserves, and 
thus materially reduces earned or capital 
surplus, this at least raises the presump- 
tion that earnings of past years have been 
seriously overstated, since depreciation 
charges made in those years have proved 
to be inadequate. If the write-offs are 
based on good accounting practice and 
reasonably accurate foresight of future 
price trends, they may be considered 
merely as a belated recognition of past 
losses not shown in earlier annual reports, 
or of overstatement of past profits. 
The danger lies in the fact that the 
write-offs may greatly exceed the amounts 
necessary to bring the valuations down to 
reasonable present day figures, or in other 
words, the amounts required to offset the 
inadequacy of the depreciation and obso- 
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duced, or are contemplating 
reduction of stated value of fixed assets to 
$1, include Commercial Solvents and 
Safety Car Heating & Lighting.) 

Even where the write-offs are less dras- 
tic, there appear to be numerous cases 
where readjustments made at this time 
will result in grossly inflated future earn- 
ings. There can be no objection to 
“facing the facts’ by writing off any 
amount which may reasonably be estab- 
lished as excess book valuation of assets, 
but the indications are that the real 
motive in many cases is not a desire to 
bring book valuations down to present 
day values, but to make the earnings 
reports for the next year or two, ‘‘ by hook 
or by crook,” less painful reading. In - 
some instances, the reduction in deprecia- 
tion charges has been effected without 
any material change in book valuation of 
assets merely by changing depreciation 
accounting policies. Where direct cuts in 
depreciation charges have been made, 
they have usually been justified on the 
ground that decreased use of plant means 
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less actual depreciation of the properties. 

While this argument may seem logical, 
it would be dangerous to accept it at face 
value. As Mr. J. M. B. Hoxsey, Executive 
Assistant to the Committee on the Stock 


List of the New York Stock Exchange,. 


pointed out in an address on the subject 
of writing down assets and depreciation 
policies before the Massachusetts Society 
of Certified Public Accountants, * depre- 
ciation is a function of plant and not of 
earnings,” and ‘‘ the so-called ‘functional’ 
causes of depreciation, particularly obso- 
lescence and inadequacy, necessitate far 
more replacements of plant than any 
wearing out from-use in service.”” Obso- 
lescence goes on steadily whether or not 
a plant is in use. For this and other 
reasons, Mr. Hoxsey’s opinion that “‘a 


variation in depreciation depending upon 
the degree of use made of the plant ap- 
pears to me to be subject to the danger of 
grave distortion of both the balance 
sheet and the income account’? seems 
sound. 

All this does not mean that numerous 
readjustments can not properly be made. 
What appears to be an outstanding ex- 
ample of a permissible saving in deprecia- 
tion charges is to be found in the annual 
report of General Motors, which recog- 
nizes the danger of ‘‘uneconomically in- 
flating future stated profits’? by elimi- 
nating depreciation ‘‘essentially a part 
of the cost of production.” 

Although Mr. Hoxsey, in his Boston 
address, was careful to state that his 
comments represented his individual 


viewpoint, it is evident that the N, y, 
Stock Exchange is concerned over the 
possibility of distortion of future stated 
earnings by unreasonable changes in book 
valuations and depreciation policies. The 
reason for this concern may be found jy 
the general relegation of book value of 
shares of practically all corporations ex. 
cept financial institutions to the limbo of 
discarded standards, and the universal] 
adoption of per share earnings as the 
criterion of stock values. Thus, it seems 
quite possible that steps may be taken 
to guard against inflated stock valuations 
in the future based upon the overstate. 
ment of earnings which is the corollary 
of some of the extreme changes in 
accounting now being.made by important 


_ American corporations. 


Holding Company Regulation 
and the Investor By James C. De Lone 


of misfortunes which have befallen 

the investing public during the 
past four years, a new chapter appears 
‘destined to be written in Government 
efforts to safeguard the interests of 
this group. Heretofore, legislation in 
this field has been largely of the ‘‘Blue 
Sky” variety, the inadequacy of which 
has been testified to by recent events. 
In the field of public utility holding com- 
pany investments alone, more millions 
have been lost than were squandered in 
‘wild cat’’ ventures during the course of a 
generation. The Insull catastrophe and 
others of lesser importance have revealed 
to startled investors just how easily they 
can be victimized, even where no evidence 
of fraud exists, and have convinced our 
legislators that the power of government 
must be invoked in such situations to the 
end that abusive practices, to which the 
holding company arrangement lends itself 
so readily, will be eliminated or greatly 
reduced. 

In a large measure, developments of the 
past four years have accomplished what 
protective legislation now proposes to do. 
Practices which were considered sound 
under the old economic order have been 
revealed as impractical and not in the 
best long term interests of the companies 
themselves and with few exceptions, have 
been done away with. In other situations, 
impractical methods of operations have 
destroyed the companies which adhered 
to them. There now remain but a rela- 
tively few public utility holding compa- 
nies which still embrace the old order, and 
it is for the purpose of whipping these 
companies into line and possibly prevent- 
ing a recurrence of past mal-practices 
that protective legislation is to be enacted. 

Just what are these practices which 
have brought the holding companies into 
public disfavor and provoked the ire of 

. legislators? Why should utility holding 
companies be singled out for govern- 
mental control? 

Indirectly, at least, utility holding com- 
panies are vested with a public interest 
through the control which they exercise 
over a semi-monopolistic business. While 
control of the operating companies is 
administered by duly constituted state 
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commissions, these bodies have little or 
no jurisdiction over the holding com- 
panies with the result that regulation of 
the business, as originally conceived, has 
never been fully accomplished. The hold- 
ing company is a comparatively new 
instrument in the industry and the com- 
missions have never been on sure ground 
in attempting to deal with them. The 
result has been that through lack of 
regulatory precedent, holding companies 
have held the upper hand in all important 
matters affecting the operating com- 
panies, and it has only been within the 
past three years that the commissions 
have seriously attempted to deal with 
them. 

The public utility holding company had 
its inception during a period of uninter- 
rupted economic growth; it developed 
major policies and conceived capital 
structures on the faulty doctrine that the 
utility industry, at least, was not subject 
to recurring periods of stagnation or re- 
trogression. The success of such an enter- 
prise was based on the assumption that 
utility operating revenues would increase 
progressively, this in turn permitting 
larger and larger dividend payments on 
the equities which the holding company 
owned. The depression, of course, has 
revealed the defects of the arrangement 
and has caused the holding companies, 
which could do so, to revise policies and 
revamp original concepts as to proper 
relationship between parent company and 
operating concerns. 

Practices which magnified the specula- 
tive risks of holding company securities 
and invited the disapproval of regulatory 
bodies related largely to financial transac- 
tions between the holding companies and 
their constituents, usually dictated by the 
needs of the parent concern. These may 
be enumerated as follows: 


1. “Up stream” financing. 

2. Assessment of excessive management fees 
or service rendered by the holding company. 

3. Use of operating company surplus for 
payment of dividends to the parent. 

4. Frsdcing of holding company collateral to 
secure bank loans without equally securing the 
company’s bonds. 

5. Creation of intermediary holding com- 
panies to accomplish control of a vast number 
= properties with only limited investment at the 

Pp. 


These policies, one by one, are being 
disclaimed by the holding company group, 
have been aggressively attacked by the 
various state Commissions and are the 
target of proposed Federal legislation. 
That they can be completely eliminated 
without disturbing sound public utility 
holding structure has been amply demon- 
strated by voluntary readjustments which 
have been made by many holding com- 
panies during the recent past. Only a 
comparatively few concerns now sub- 
scribe to one or more of these policies, and 
the market values of their securities 
apparently reflect the imminenee of 
changes which will be forced upon them 
by legislative edict. 

At present all public utility holding 
company securities are smarting market- 
wise under the blow of the Insull failure 
and those which followed in its wake. 
Due to the complicated public utility 
holding company structure and _ the 
tendency of politicians to place the blame 
of abuses of power upon the entire indus- 
try, it is hard for the investing public to 
distinguish between the good and the bad. 
It should be clearly borne in mind in this 
connection, that the holding company 
principle is sound and will survive both 
the economic storm and legislative re- 
strictions. As presently conducted, the 
great bulk of holding company business 
is beyond the pale of regulatory changes 
or limitations; the larger number of such 
companies likewise are in a position to 
maintain their financial integrity by 
ethical and legitimate operations. 

In 1920, the U. S. Supreme Court 
dismissed a complaint against the U..S. 
Steel Corporation which alleged violation 
of the Sherman Anti-Trust Law, stating 
that, ‘‘while the company has the power 
to do evil, it does not exercise this power.” 
The power to do evil has been inherent 
in the public utility holding company 
arrangement, and a few have abused this 
power during the past four years. En- 
lightened regulation, designed to curb 
these powers and to fully purge the indus- 
try of methods which have been brought 
into disrepute should be constructive 
and in the best interest of the industry, 
the consumer and the investing public 
throughout the country. 
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ing stream of chain store progress, 

discriminatory taxation by state 
legislatures and municipal ordinances has 
become a virtual cataract which threatens 
to disrupt the future course of this most 
economic and efficient form of retail mer- 
chandising. With the fundamental basis 
of graduated levies on the chains first 
upheld in May, 1931, by the highest 
tribunal of the land—the United States 
Supreme Court—the floodgate has been 
opened to a torrent of similar laws and 
now the question is being asked, ‘ Will 
chain store taxes spread like the wild 
fire of gasoline levies?” 


Om a mere ripple on the broaden- 


A Rude Awakening 


Lulled by the false sense of security 
that better merchandise at lower prices in 
more modern surroundings was a bulwark 
of strength, the chains have been rudely 
awakened during the past two years to 
the bitter realization that anti-chain 
propaganda was making headway and 
that the need for revenue in many states 
was providing a powerful stimulus for the 
enactment of adverse tax legislation. Ac- 
tion is at last replacing the passive atti- 
tude of former years and a real battle to 
guard their hard earned supremacy is 
being waged by the chains, individually 
and collectively. . But can the chain 
store systems of the country buck the 
trend toward an increase in this new 
form of unfair taxation or will such taxes 
actually curb their future growth? 

The extent to which the tidal wave of 
chain store tolls has swept can best be 
judged by the bills which have been 
passed by the several states and ap- 
proved by their respective governors. 
The following tabulation lists the states 
in which discriminatory taxes are now 
being collected with the brackets for the 
tax per unit: 


—Tax per Store— 


State: Minimum Maximum 

0 200 
tNorth Carolina........... 0 50 
South Carolina............ 5 150 
West Virginia. 1 250 


*No tax on first store, scale starts at $15 for 
second store. 

tNo tax on first store, $50 each for two or 
more stores. 

tEmergency measure for unemployment relief 
which must be reenacted as it will expire at the 
close of 1933. 


In addition to the above, Kentucky, 
Vermont and New Mexico have enacted 
graduated gross sales tax laws which, if 
upheld, will be manifestly more costly to 
the multi-unit systems than any other 
type of punitive chain store taxation. 

Pennsylvania, Oregon, Illinois, Missis- 
sippi, Indiana, North Dakota and Arizona 
have retail sales taxes but these are ap- 
plied on the basis of sales volume and do 
not discriminate between the chains and 
independents. 
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Will Taxes Curb 
Chain Store Growth? 


By A. WESTON SMITH, Jr. 


The Indiana bill which was originally 
decided as constitutional by the country’s 
Court of last resort is no more, for last 
month the legislature of that state made 
the following significant changes in rais- 
ing the ante: 


—Le per Unit— 

Number Old Pax New Tax 
15 25 


The revised Indiana law has been signed 
by the Governor but it is expected to be 
contested in the state courts by the chain 
stores operating in Indiana. This par- 
ticular instance, however, is a striking 
example of the development of chain 
store taxes once they find their place on 
the statute books. Once the lawmakers 
discover that the original tax is not pro- 
ducing the expected revenue, agitation 
immediately arises for an increase in the 
tax rate with the substantial changes 
directed against the larger chains. This 
trend parallels almost exactly the record 
of gasoline levies in most states. In 


- practically every state where a small one- 


eent or two-cent impost was placed on 
each gallon of gasoline, the tax has since 
been doubled or trebled. If no ban is 
placed on the limits of per store taxes, 
it would be a natural sequence for the 
states to continue to mark up their tax 
rates each year that they desired more 
revenue. 


Constructive Developments 


But the past month was not without 
its distinctly constructive developments 
for the chain stores. The decision of the 
United States Supreme Court in erasing 
Florida’s chain store tax from the books 
of the state was the first real victory for 
the chains since they began their battle 
in earnest. It is hailed in merchandising 
circles as a marked setback to the oppres- 
sive legislation against the chains and a 
decision which should set a precedent for 
more reasonable and logical grounds for 
taxation. In essence, however, the 
Florida law was somewhat different from 
other existing plans in that it took into 
account political subdivisions of the state, 
such as counties. In other words, an 
additional tax was to be levied when 
units of the same chain were located in 
different counties. The tax brackets were 
defined as follows: 

per 


n 

One Different 

Number: County Counties 

5 2 


While the Court has upheld the general 
premise that chain stores could be taxed 
at.a higher rate than individual estab- 
lishments, the decision of the majority 
rested its case on its inability “to dis- 
cover any reasonable basis for this classi- 


fication,” i.e. if an owner has 14 stores 
he may add a fifteenth in the same coun- 
ty and the only additional tax would be 
in the amount of $10 for the new store; ' 
but if the new unit happened to be in 
another county, the license fee would be 
increased to $15 and also that of each of 
the remaining 14 which had been oper- 
ated in the original county. Whether or 
not this decision can be interpreted as a 
change of heart by the Supreme Court, 
however, is a matter which must be left 
to the future but it is apparent that the 
Justices will not permit the state legisla- 
tures to ride rough-shod over the chains 
in future enactments. 

The chains have also won another signal 
victory in Arizona, where a graduated 
license tax had been enacted in the winter 
of 1931. The act was repealed and in its 
place the legislature passed a 2 per cent 
gross sales tax. 


New Anti-Chain Taxes 


In the sessions of the forty-four state 
legislatures which have met since. the 
first of this year, 130 bills directed against 
the chains, or 10 more than were con- 
sidered by the ‘same number of bodies in 
the 1931 season. Thus far the only 
enactments have been the revision of 
the Indiana law and the new laws of 
Idaho, Montana, Vermont, West Virginia 
and New Mexico. The lower houses of 
the legislatures of Oklahoma, Maryland 
and Georgia have passed such tax bills 
setting limits per store at $500, $150 and 
$145, respectively. Missouri also has a 
bill pending which sets a limit of $200, 
while Pennsylvania is considering another 
with a top of $25 per store. : 

The prize bill of all, however, is the 
so-called Wojtkowiak-Condon progres- 
sive mercantile license plan which has 
been introduced in New York State, the 
largest field of chain store activity. This 
bill is perhaps the most vicious now being 
considered throughout the country as it 
provides for a graduated tax up to 200 
stores in a single chain after which the 
tax per store is $1,000. The sponsors of 
the legislation claim that an annual 
revenue of $25 millions would result from 
the tax. But it was just such an extreme 
measure that was needed to rally the 
chain stores for the most intensive drive 
since they recognized the threat of 
discriminatory taxation. Householders, 
wholesalers, landlords and civie organiza- 
tions were aligned to fight the proposed 
tax as a menace which meant higher 
prices for food and merchandise as well as 
a loss of business for dealers and landlords. 
The objections created for the bill are 
understood to have practically eliminated 
its hope of passage during the present 
session. 

With so many new taxes being levied 
against the chains on a discriminatory 
basis, not to mention the local ordi- 
nances which have been enacted or pro- 
posed in leading cities, the larger chain 
store systems will be forced to put up a 
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far stronger battle in the future if they are 
to dam the flood of this type of legisla- 
tion now pending. Until such time as the 
United States Supreme Court places a 
limit on the amount of tax per store, the 
chains will be forced to fight every inch 


of the way. The wave of such tax legisla-. 


tion is undoubtedly a reflection of the 
depressed condition of most state treasur- 
ies, but until ordinary sources of revenue 
show a turn for the better, there is real 
possibility that the chain stores will be 
considered as lawful prey for emergency 
levies. And if such taxation spreads on 
a basis similar to the rise of gasoline tolls, 


ity has been raging in the auto- 

mobile tire industry for the past 
several years and recently took such 
a vicious form that, according to a state- 
ment of one large manufacturer, it was 
gradually driving the industry into in- 
solvency. Three hostile camps in this 
industry are waging this price cutting 
‘war against each other: (a) the mail 
order houses who sell by mail or through 
their own retail outlets low priced tires 
under their own special brand; (b) a 
large group of manufacturers, including 
Goodyear, Goodrich and U. S. Rubber, 
who manufacture those special brand 
tires for the mail order houses and in ad- 
dition are in the market with their own 
low priced as well as higher quality 
brands; and finally (c) Firestone Tire & 
Rubber Company, which sells a complete 
line of tires through independent dealers 
and its own retail outlets but which does 
not manufacture for mail order companies 
and has always taken a decided stand 
against this kind of competitive business. 


N PRICE war of the utmost sever- 


Mail Order Price Cuts 


Mail order companies have followed the 
policy of maintaining a differential of 
from 5 to 10 per cent against brands of 
similar quality sold by the other outlets. 
This differential was held to be justified 
by the additional service which custom- 
ers enjoy in buying from retail dealers 
and service stations. On this theory 
every new price cut made by mail order 
houses has been immediately met by the 
tire manufacturers through similar re- 
ductions in their low priced lines to 
maintain their competitive position in the 
trade. Thus the recent price cuts an- 
nounced in the spring price list of two 
large mail order houses last February, 
were promptly met by Firestone by cor- 
responding cuts in all its lines and the 
rest of the manufacturers soon had to 
follow to retain their share of the business 
and to safeguard the competitive position 
of their dealer organizations. For a while 
they openly maintained the former list 
prices but started undercover price cut- 
ting through a system of concessions and 
special discounts. Conditions in the trade 
thereby became highly chaotic and finally 
an absolutely new policy involving a 
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there is little question but that the 
growth of some of the leading chains will 
be curbed in the states where levies in the 
higher brackets reach a prohibitive or 
unreasonable limit. 

In some quarters it is believed that the 


modification of the’ Volstead Act which: 


will permit a state tax on beer may go far 
in deferring some of the pending legisla- 
tion. Among the grocery chains the 
possibility that the food stores will be 
permitted to distribute beer is being con- 
sidered as the ideal antidote against in- 
creasing taxes. But little will this benefit 
the general merchandise and variety 


The Tire Companies’ 


Transition 


change in the manufacturing and mer- 
chandising schedules was adopted which 
has every promise of bringing more or- 
derly conditions into the selling end of the 
automobile tire industry. 

So far three of the large manufacturers, 
Goodyear, Goodrich and U. S. Rubber, 
have adopted this new policy and have 
drastically reduced the number of their 
brands. They have discontinued the 
cheaper grades from their own sales 
lines, leaving this field to the special 
brands of the mail order companies, and 
have limited their own production to two 
or three better quality lines. This policy, 
they claim, will do away with much waste 
in the industry, reduce stocks to much 
lower levels and thereby curtail operating 
costs and working capital requirements. 
Due to a resulting quicker turnover, 
products will always be fresh and a better 
price stability is expected. 

The differential between first line tires 
and mail order brands was reduced from 
25 to 10 per cent by the recent announce- 
ment of the tire manufacturers. However, 
on account of the system of large dis- 
counts previously in force, the actual 
reduction was much less. The argument 
behind the companies’ new policy is 
that motorists desiring quality tires are 
willing to pay this 10 per cent differential 
and receive in addition the extra service 
offered them by the dealer organizations 
and service stations. Furthermore, all 
classes of tires are currently selling at 
such relatively low levels that this 10 per 
cent price spread does not amount to 
much in dollars and cents for a set of 
tires. 

The degree of success of this new policy 
depends to some extent on whether the 
mail order companies will answer with 
a further cut in their lines. In any case 
the elimination of too many lines and the 
concentration on only a few is a step in 
the right direction towards standardiza- 
tion of the industry resulting in a reduc- 
tion of production costs and lower in- 
ventory requirements at the factories 
and with the dealers. 

The apparent advantage of this new 
move is, however, to a large extent offset 
by the prospects of reduced sales volume 
for 1933. While the ‘‘actual need” for 
replacement, the most profitable line of 
the business is estimated to be as high as 


60 million tires for the current year, it is 


chains which are out of the fold, 

With all of these factors in mind, it js 
impossible to arrive at any other cop. 
clusion than that which was expressed 
in a similar discussion which appeared 
in Tue Financia of December 9, 
1931: 

“The near term prospects of chain 
store securities are not. encouraging be- 
cause of the rather vital possibility that 
tax news may depress prices if only on 
psychological basis. From a_ longer 
range viewpoint, it may be said that their 
outlook will improve, once this barrier 
has been removed or hurdled.” 


probable that replacement sales will not 
run much if any over the 33 million units 
of last year. Total sales in 1932 amounted 
to about 40 million casings, of which about 
7 million went for original equipment on 
new Cars. 

According to data published by. the 
National Automobile Chamber of Com- 
merce there are at the present time 1.5 
million fewer cars on the roads in the 
United States than a year ago. 

Inventory losses which during the past 
several years caused substantial adjust- 
ments in these accounts are practically 
eliminated for 1933 inasmuch as rubber 
and cotton as well as carbon blacls; the 
principal raw materials going into the 
manufacture of tires, are all selling at or 
below production costs and manufac- 
turers are holding large supplies at cur- 
rent low prices. Production of raw rub- 
ber, which is not artificially regulated nor 
controlled by tariffs or quota systems, is 
slowly finding its own levels and the free 
forces of supply and demand are begin- 
ning to correct excessive supplies. Ac- 
cording to recent estimates, actual pro- 
duction for 1933 should balance antici- 
pated consumption for the first time since 
1928, which would indicate a very sub- 
stantial decrease in output, particularly 
considering the prevailing reduced levels 
of consumption. 


Inventory Profits Next? 


Consequently, if there should be any 
changes in the price structure for this 
industry’s principal raw material, the 
movement should be upward with ensuing 
inventory gains. However, in the aggre- 
gate 1933 does not appear to have much 
in store in form of satisfactory profits for 
the automobile tire industry as a whole, 
although there may be individual excep- 
tions such as Firestone. While the new 
sales policy appears to promise elimina- 
tion of price wards and consolidation of 
the price structure in this end of the 
business, volume may not show much 
gain over that of last year. Furthermore, 
the entire industry is heavily burdened 
with fixed charges such as bonds, de- 
bentures and preferred stocks which of 
course absorb a substantial part of the 
annual earnings before anything can be 
applied to the common stocks. 
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Outlook for Chemicals? 


Despite lower prices and increasing foreign competition, the 


chemical industry has done fairly well. 
prospects and the relative status of the leading shares? 


By ANnorew A. Bock, PH.D. 


OMPARED with other industrial 
groups, earnings, financial posi- 
tion, and price conditions in the 

chemical industry during 1932 were dis- 
tinctly favorable. For eight of the lead- 
ing companies a drop in net earnings of 
42 per cent was registered as against an 
aggregate recession of about 90 per cent 
for over 300 representative companies for 
the same year. 

Relatively stable prices were to a large 
extent responsible for this enviable result. 
According to statistics of the Department 
of Labor the price for all commodities 
for 1932 declined by about 11 per cent, 
whereas the price index for chemicals 
(computed on the basis of 100 for the year 
1927) dropped from 87.61 in 1931 to 
about 85 in 1932, or approximately 3 per 
cent. 


Alcohol Bueks the Trend 


While nearly all chemicals participated 
to a greater or lesser extent in this moder- 
ate price decline, it is significant that 
there were price advances in some lines, 
as for instance denatured alcohol. Prices 
for this product during 1931 were at such 
levels as to eliminate any profit margins, 
a situation that was adjusted in 1932 and 
better prices restored the possibility of 
moderately satisfactory earnings in that 
division last year. 

Raw materials used by the chemical 
industry could be secured at record low 
prices during 1932, which, of course, gave 
the industry the advantage of a sub- 
stantial reduction in production costs. 
Therefore moderate concessions in the 
prices for finished chemical products were 
made possible without adversely affecting 
profit margins. Overhead charges also 
were reduced quite sharply through cur- 
tailment of wages and salaries and other 
economies in the production processes. 

While imports fortunately play a minor 
role in our chemical industry, in certain 
lines where foreign producers favored by 
depreciated currencies were able to un- 
load their surplus in the American mar- 
ket, some pressure on the price structure 
was felt and American producers lost part 
of their business due to the price advan- 


tage of the foreign producer. Anti- 
dumping charges could not be maintained, 
and so far no satisfactory solution of 
this problem has been found. 

As progress and success in the chemical 
industry depend to a large extent upon 
scientific research work, even during the 
depression the companies have not let 
down on this item, and liberal appropria- 
tions for the maintenance. of laboratory 
research work have been continued. 
As a result of its research work Union 
Carbide & Carbon, for instance, filed 
367 patent applications last year. There 
is probably no other industry where 
changes in processes and new discoveries 
can make costly equipment valueless 
overnight, and therefore the chemical 
industry must always maintain a high 
rate for depreciation and obsolescence. 
Despite the fact that because of cur- 
tailed production, equipment in 1932 was 
not subjected to such strenuous uses as 
during the years before, charges for de- 
preciation for last year were maintained 
at almost unchanged levels. 


Increased Sales Needed 


Thus all the factors necessary for a 
healthy development of the chemical 
industry are present with the exception of 
one—volume of sales. Price conditions 
are relatively satisfactory, raw material is 
cheap, working capital is ample with 
enough reserves to fall back on, produc- 
tion costs have been reduced substanti- 
ally and on the basis of these factors any 
increase in volume is bound to result in a 
material improvement in net earnings. 
Of course, the prospects for sufficient 
volume of production differ according 
to the various divisions of the chemical 
industry. 

Demand for heavy chemicals such as 
soda ash and caustic soda enjoyed some 
spurt during the second half of 1932 as a 


But what of the 


result of increased activity in the textile 
industry. However, current prospects 
for the major outlets (the textile, soap, 
glass, oil refining, leather and automobile 
industry) would indicate little gain in 
demand during the next several months. 
The bulk of the sales of these chemicals is 
made on an annual contract basis and 
although the market was and is still a 
buyers’ market, prices for these contracts 
have been at reasonably satisfactory 
levels. 

Carbon black, of which about 80 per 
cent is consumed by the rubber and tire 
industry, is not likely to show an increase 
in demand due to the reduced production 
schedules in the tire industry and large 
stocks overhanging the market prevent 
any early improvement of this price 
situation. 


The Heavy Chemicals 


Sales of explosives have been gradually 
declining during the last few years due to 
the continued reduction of activity in the 
mining industry and the construction 
trades. Continuance of this trend at least 
for the immediate future is anticipated. 

Demand for fertilizers during the first 
two months of the current year took on a 
more promising aspect. However, the 
banking crisis and the government’s 
farm relief. plans based upon curtailment 
of acreage of the principal fertilizer con- 
suming crops such as cotton, tobacco and 
grains, have reversed the picture and 
recent recessions in prices for agricultural 
products also have caused a decline in 
demand. Furthermore, the government’s 
policy with regard to the Muscle Shoals 
nitrate plants would tend to create addi- 
tional competition for an industry which 
already suffers from overcapacity. 
eent estimates indicate that fertilizer 
sales for the current season ending June 
30, 1933, will not reach last year’s re- 
duced volume. 

Producers of denatured alcohol have 
been able to maintain profitable price 
conditions, and there are no indications 
for an early change in this situation. The 
season of consumption of alcohol for anti- 
freeze purposes is now over and industrial 


EARNINGS AND FINANCIAL POSITION OF LEADING CHEMICAL COMPANIES 


(In thousands of dollars—000 omitted) 
As of December 31 


Net Earnings 


Air Reduction........ $3,815 $2,294 $4. 
Allied Chemical....... 18,932 11,441 6.74 
Amer. Cyanamid..... *521 350 
Commercial Solvents.. 2,118 1,282 0. 
tDu Pont de Nemours. , 23,247 13,735 2. 
Mathieson Alkali...... 1,394 i. 
Monsanto Chemical 1,281 1013 2. 
Union Carbide........ 18,030 8,781 2. 


* 18 months ended December 31,1931. 


Per Share ——Cash 
1931 1932 1931 


54 
7 
21 
84 
11 
88 
98 
00 


Current 


—Securities— —Inventories— Current Assets —Liabilities— 


1932 1931 1932 1931 1932 1931 1932 1931 1932 1931 1932 


$2.73 $5,602 $5,426 $13,740 $14,977 $1,662 $1,625 $19,088 {$11,045 $1,629 $1,251 
3.62 20,013 25,883 94,638 92,404 26,568 22,645 152,408 150,655 9,340 8,029 
0.14 3,499 4,283 1,953 1,500 8,208 7,810 16,9 16,457 2,490 2,299 
0.51 2,588 1,785 2,216 757 ~=—«1,418 ‘ 69 6 37 3 
1.26 20,762 20,976 47,961 41,726 33,564 28,558 121,928 107,326 9,455 8,820 
0.86 607 732 1,734 1,904 1,465 1,343 ’ 558 
2.37 1,145 2,201 1,062 366 «82,651 2,738 5,896 1,118 


6,393 940 
0.98 14,312 7,836 7,960 3,451 42,128 41,054 81,785 61,765 11,797 6,597 


; Includes changes in investments part of which was transferred to fixed assets. 
Excluding income from and investments in General Motors. 
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uses, principally for solvents, constitute 
the remaining main outlet. This division 
should do well if last year’s volume can 
be maintained. Should the various pro- 
posals to use a grain alcohol-gasoline 
mixture as motor fuel become practical 
through legislative measures, this would, 
of course, improve earnings possibilities 
of the aleohol manufacturers. 

Depressed conditions in the steel and 
railroad industry are responsible for the 
reduction of sales of welding equipment 
and supplies. With only a moderate 
improvement in the steel industry in 
early prospect and with the railroads in 
such a position that they make only the 
most necessary repairs, the probabilities 
of a near term gain in volume of sales of 
welding supplies to these two consuming 
groups are therefore restricted. However, 
increasing need for repairs in all industrial 
divisions is likely to offset to some extent 


these unfavorable factors, and the in- 
dustry might well be able to maintain at 
least the present volume of production. 
As indicated in the accompanying 
tabulation, the eight companies referred 
to have, in the aggregate, maintained a 
strong cash and working capital position. 
Generally speaking, cash has been in- 
creased and inventories have been re- 
duced. Where exceptions are found, 
they are due to special reasons. For in- 
stance, Commercial Solvents last year 
built up large inventories in order to take 
advantage of the extremely low prices for 
corn which enters into the production of 
butanol, the company’s principal product. 
Consequently, cash and investments un- 
derwent a corresponding shrinkage. The 
substantial decline in the current asset 
position of Air Reduction was the result 
of a change in the company’s accounting 
procedure; several investments previously 


carried as current assets were last year 


‘transferred to the fixed asset account. 


The securities account of the various ecom- 
panies also shows the same conservatism 
in financial policy. Where investments 
are carried at cost, ample reserves have 
been provided to take care of any 
depreciation in market value of these 
investment portfolios. 

Being almost exclusively a producers 
industry, the immediate future prospects 
for the chemical industry depend entirely 
upon improvement in general business 
activities, which would immediately bring 
increased volume as the consuming out- 
lets are almost bare of stocks. In a period 
of protracted gains in general business 
activity, the percentage of net income for 
the chemical industry should grow faster 
than the increase in volume due to the 
excellent physica! and financial conditions 
prevailing in this industry today. 


Dividend Cuts Affect United Corp. 


EPRESSION influences continue 
to whittle away at income of the 
United Corporation, despite the 
fact that earnings in 1932 of 44 cents per 
common share represented a reduction of 
24 per cent from those of the previous 
year. The most recent reduction in the 
dividend income of the company was 
brought about through lowering the 
dividend rate on Public Service of N. J. 
common, from a $3.20 to a $2.80 annual 
basis, which directly reduces earnings of 
United by about 3 cents per common 
share. This action followed close on the 
heels of a 20-cent reduction in the divi- 
dend rate on Niagara Hudson Power 
common which was equal to about 2 
cents per share on United Corporation 
common so that the present annual rate 
of earnings would appear to be less than 
current dividends of 40 cents per share 
per annum. 


That Dividend Cut 


The reduction in the Public Service 
(N. J.) dividend may have a more impor- 
tant bearing on future earnings of the 
investment affiliate than at first indi- 
eated. At the end of 1931 the United 
Gas Improvement Company owned 
2,017,490 shares of Public Service of N. J. 
common stock, or about 37 per cent of the 
total outstanding. On the basis of the 
present dividend rate on Public Service 
common, if maintained throughout 1933, 
U. G. I. will receive approximately $1 
million less from its investment in this 
situation than it did in 1932. This is 
equal to about 41% cents per share of 
U. G. I. common. This company has 
not reported earnings for the full year 
1932 but on the basis of per share earn- 
ings of $1.38 for the 12 months ended last 
September 30, it appears that full year 
results did not greatly exceed $1.30 per 
share. The reduction in dividend in- 
come since the first of the year has further 
reduced the margin over dividend require- 
ments on this company’s stock (on which 
$1.20 per share per annum is being paid) 
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and it is not improbable that directors of 
U. G. I. may find it desirable to consider a 
revision of the present rate. 

United Corporation at the close of last 
year owned 6,066,223 shares of U. G. I. 
common, on which it received $7.3 mil- 
lions in dividends in 1932. This repre- 
sented approximately 50 per cent of total 
income of the company last year. 

In the event a reduction in the U. G. I. 
rate is effected, the present earnings rate 
would appear to support at least a $1 
annual basis for this issue. Such a re- 
vision would amount to a reduction of 
$1.2 million in income of United Cor- 
poration, equal to slightly in excess of 8 
eents per share of United Corporation 
common, bringing earnings to about 32 
cents per share per annum. 

The steady reduction in the dividend 
income of United Corporation has been 
accompanied by no serious consequences 
as earnings available for interest on float- 
ing debt and for preferred dividends have 
been more than ample for the purpose. 
The company has no funded debt but 
has a demand loan of $11.6 millions on 
which interest payments amounted to 
$566,767 in 1932. Total interest and 
operating expenses are running at the 
rate of slightly less than one million dol- 
lars annually, or about 7 per cent of 1932 
income, so that present earnings would 
have to be reduced by more than 90 per 
cent before a deficit would occur after 
such expenses. While the company’s 
portfolio is composed largely of common 
stocks, the rate of dividend disburse- 
ments on which may be expected to be 
governed by the trend of utility earnings 


over the coming months, it appears 
highly improbable that such revisions 
as may prove necessary would affect 
interest or overhead or, indeed, jeopardize 
preferred dividend payments. 

United Corporation has 2,489,064 
shares of $3 cumulative preference stock 
which has second preference as to assets 
and dividends. At present, however, the 
issue has first call on earnings as the 
cumulative first preferred stock, author- 
ized in the amount of 1,000,000 shares, 
has not been issued. Annual dividend 
requirements on the $3 cumulative pref- 
erence issue amount to $7.5 millions, or 
about 50 per cent of gross income of the 
company last year. Earnings available 
for the stock last year amounted to $5.56 
per share as compared with $7.41 in 1931. 
In the event of a revision in the rate of 
disbursements on U. G. I. common, as 
indicated, earnings available for United 
Corporation preferred would approximate 
$4.75 per share, or more than one and 
one-half times requirements. 


Not a Holding Company 


Contrary to wide-spread belief, United 
Corporation is not a holding company 
and appears to be beyond the pale of 
legislation which might be enacted to 
regulate the activities of companies in 
this field. About the only place where 
the company may be said to perform a 
holding company function is in the de- 
termination of certain major policies for 
its constituents which affect the interest 
of other companies in the group. Thus 
the hand of United Corporation is seen 
in the recent agreement between Colum- 
bia Gas & Electric and United Gas 
Improvement for the introduction of 
natural gas in the Philadelphia area. 
The set-up and character of operations of 
the company more closely resemble an 
investment trust, although it differs 
from the majority of these enterprises 
in that its primary function appears to be 
the shaping of policies which are of mutual 
interest to its constituent companies. 
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P. U. Holding Company Bonds Follow Decline in Stocks 
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tion issues, which were helped by 


Kes for New York City trac- 
the 


overtures made by Mayor 


O’Brien to owners of rapid transit 
securities raising hopes of successful 
negotiations for metropolitan transit 


unification, public utility bonds listed 
on the New York Stock Exchange and 
the New York Curb Exchange have 
shown a decided tendeney toward lower 
prices in recent weeks. This mariet 
action reflects concern over the continued 
decline in the revenues of electric light 
and power, gas, and communications 
companies and also the apparent strong 
political support for reductions in utility 
rates. Recent reports by prominent 
companies in the communications field, 
such as International Telephone & Tele- 
graph and Western Union, showing sub- 
stantial deficits for 1932, have evidently 
discouraged some of the holders of these 
companies’ obligations and caused liquida- 
tion in this section of the list. 

Bonds of the largest communications 
company, American Telephone & Tele- 
graph, have also been adversely affected, 
although in view of the comparatively 
high investment standing of A. T. & T. 
debentures, the declines have been of 
relatively small proportions. Bonds of 
even the strongest holding companies 
have tended to react sympathetically 
with any declines in the common stocks 
of these concerns. The sharp decline in 
the market price of American Tel. & 
Tel. common stock, reflecting the opinion 
of a large part of the financial community 
that the long maintained $9 dividend will 
have to be reduced, does not, of course, 
indicate the slightest fear as to the com- 
pany’s financial stability. A. T. & T. has 
huge liquid resources, and even if the 
current rate of loss of telephone stations 
is continued throughout 1933, a very 
substantial margin of coverage for fixed 


charges will be reported for the current 
year. At the same time, the continued 
decline in revenues due to loss of clients 
and the possibility of additional losses in 
certain parts of the country because of 
forced rate reductions find reflection in 
the bonds as well as the stock. 

The threat of rate reductions by order 
of regulating authorities and lower 
revenues due to declining demands for 
service have also affected the market for 
bonds of electric light and power com- 
panies, and even the mortgage honds of 
strong operating companies have not 
escaped these market influences. How- 
ever, it must be remembered that many 
of these bonds were in a vulnerable mar- 
ket position, selling at substantial pre- 
miums above par or, in the ease of the low 
coupon issues, at prices representing 
very low net yields. The message sent 
to the New York State Legislature, by 
Governor Lehman asking strict new 
regulatory laws was directed almost 
entirely against holding company abuses, 
but there have been other developments 
in the political arena which have a direct 
bearing upon the earnings of operating 
companies. One is the proposal for a 
Federal kilowatt-hour tax to be paid 
direet by the utility company in addition 
to the present tax which is paid by the 
consumer. Numerous movements are 
under way in the various states, such as 
the proposal in California to reduce the 
rate of ‘‘fair return’? on the capital in- 
vestments of public utility companies 
from 7 to 6 per cent. 

Such movements, which are a natural 
result of the general decline in incomes, 
and the need for finding new sources of 
tax money, do not threaten the invest- 
ment standing of the bonds of any 
strongly situated public utility operating 
company, but they may be expected to 
have some market influence even in the 
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ease of senior liens. When one traces the 
probable effects of the potential declines 
in operating company income down 
through the capitalizations of the holding 
companies, especially in some of the more 
highly pyramided structures, the in- 
dicated results for some holding com- 
pany bonds are rather disconcerting. A 
small decline in the net income of operat- 
ing companies can result in a very sharp 
fall in the earnings applicable to holding 
company debentures, particularly where 
several layers of holding companies are 
superimposed upon the underlying operat- 
ing properties. Some of the more top- 
heavy structures have already collapsed, 
and unless the decline in the earnings of 
operating companies is checked, more of 
the highly pyramided systems will have 
to undergo reorganization. 

Where the leverage provided by the 
senior securities of the operating and 
holding companies is not so great as to 
cause serious magnification of declines in 
operating company net, owners for hold- 
ing company bonds have no cause for 
worry, but political threats and other 
indications of further operation of forces 
tending to restrict operating company 
earnings naturally cause _ increasing 
anxiety on the part of the owners of 
debentures of those holding companies 
which may be considered border-line 
cases. In this connection, it is interesting 
to observe that, whereas legislative 
measures have been adopted, or at least 
advaneed with strong political support, 
for facilitating financial readjustments for 
railroads, municipalities, mortgage com- 
panies and other classifications of debtors, 
little or nothing has been done by Federal 
or state legislators to smooth the path of 
those public utility companies which must 


‘adjust their capital structures to present- 


day financial conditions and current re- 
duced incomes. 


BONDS CALLED THIS WEEK 


(Except in cases of entire issues called, amounts 
called for less than $10,000 are not included) 


Name of Issue 


Security Bankers Finance Corp........ profit-sharing 8s 1948 & 


Call Date 

Amount Price Payable 
$ 12,000 100 May 1, 1933 
120,500 100 May 1, 1933 
Entire 105 May 1, 1933 


Nore.—Coupon paying agents or trustees will supply complete list of bond numbers called for redemption 
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These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


American Com. Alcohol 4 “| 


The strength accompanying the recent 
favorable earnings report by American 
Commercial Alcohol could not be main- 
tained in the face of the declining market 
and the issuance of the balance sheet as 
of the end of last year, which showed eur- 
rent assets of $2.6 millions of which only 
$251,961 was in cash, as against current 
liabilities in excess of $1.3 million. By 
some remote line of reasoning the stock 
was taken in hand as a beneficiary of the 
reversal in the prohibition laws; it is dif- 
ficult to find any basis for such a theory. 


AMERICAN CHICLE has shown strong 
resistance to the market's declining ten- 
dencies because of its favorable earnings and 
a well covered attractive yield. 


American Home Prod. 4 “C+” 


The reduction in the dividend of Ameri- 
ean Home Products was prompted by the 
earnings for the first three months of this 
year. Net profits for the first two months 
were $496,000 while March is estimated 
to have produced about $200,000, which 
total would be several thousands short of 
the dividend requirements for the first 
three months on the old 35-cent a month 
basis. A year ago in the same three 
months net profits of $886,091 were equal 
to $1.45 a share, a narrow margin over the 
rate paid out. The reduction to 25 cents 
monthly was also encouraged by a drop 
in cash holdings amounting to $150,000 
during the bank holiday together with a 
similar increase in bills receivable. At the 
close of February cash amounted to $1.8 
million out of total current assets of $6.3 
millions, against which were current lia- 
bilities of $1.3 million including the divi- 
dends paid in the first two months. There 
should be little difficulty experienced in 
covering the reduced rate despite the fact 
that a current return of 10 per cent is af- 
forded on the prevailing price of the stock. 


AMERICAN ICE COMPANY and 
CITY ICE & FUEL expect new business 
from small breweries and are not overlook- 
ing the possibility of utilizing their delivery 
systems for the distribution of the legalized 
brew. 


American Radiator 4 


Although reporting a net loss close to $6 
millions for the year 1932, American 
Radiator & Standard Sanitary made 
special charge-offs for reserves for plant 
devaluations, extraordinary losses and re- 
valuation of investments in the amount 
of $18.5 millions which increased total de- 
ductions from surplus to an amount over 
$26 millions. The strong cash position of 
the company was improved rather than 
weakened in the face of extraordinary 
eonditions and cash and government se- 
curities are in excess of $21 millions with 
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current liabilities amounting to only $6.6 
millions. Drastic economies have been 
effected, reducing overhead expenses some 
$15 millions from the 1929 level. Opera- 
tions for the year resulted in a profit of 
$286,461 before charges, which, however, 
contrasts with net operating income of 
$4.6 millions in the preceding year. While 
the outlook is not bright in so far as an 
early pick-up in new construction can be 
visualized, the company is well fortified 
to maintain its place until this improve- 
ment occurs at which time economical 
operations should be translated into a 
substantial reversal of earnings. 


AMERICAN SUGAR displays strength 
on the indications given of a turn for the 
better in its earnings but the yield is still 
comparatively low. 


American Tel. & Tel. 4 — 


The action taken by two affiliated units 
of American Tel. & Tel. in reducing their 
dividends during the week, coupled with 
the adverse court decision on rates in 
Wisconsin, might ordinarily suffice to ex- 
plain the outstanding weakness in the 
premier common stock in so far as it sup- 
ported the thought that a dividend reduc- 
tion by the parent company is in the 
offing. The statement of officials when 
declaring the February payment that 
regular dividends should be assured if at 
all possible to continue payment, has lent 
only faint hope for the declaration of the 
regular quarterly payment at the May 15 
meeting. On the other side of the picture 
a short interest of considerable propor- 
tions has developed in anticipation of this 
probable action, but not satisfied with the 
actual prospects circulation has been 
given to vicious rumors in “‘ bearing” the 
stock and driving it down to levels that 
would hardly be justified even in conced- 
ing the worst that might happen from the 
standpoint of future dividends. 


AMERICAN TOBACCO has put behind 
it the thought of a drastic impairment of 
earnings due to price concessions since the 
increase in volume of sales resulting from 
recovered business and savings from adver- 
tising tend to conserve earning power. 


Anchor Cap 4 


Having reported earnings of $2.44 a share 
in 1931, and 96 cents a share for the first 
nine months of 1932, the forthcoming re- 
port of Anchor Cap Corporation which 
will show approximately 74 cents a share 
earned in the full year 1932, will not be 
heartening to the stockholders. Not only 
is a loss of 22 cents a share indicated for 
the last quarter, but in providing a margin 
of only 14 cents over the reduced dividend 
of 60 cents, its dividend status would ap- 
pear none too secure. The year end bal- 
ance sheet reveals current assets six and 
a half times current liabilities and a small 


increase in the cash position of the com- 
pany, which was one and cne-half times 
the total of current liabilities. This drop 
in earnings from regular lines of business 
might readily be augmented shortly 
through its subsidiary, the Capstan Glass 
Company, which besides being equipped 
to make beer bottles has a distinctive line 
of beer mugs where the competition is not 
nearly so keen and the demand likely to be 
in the ascendeney. Directors will submit 
a plan at the annual meeting to reduce the 
book value, the amounts written off to be 
charged against capital surplus in redue- 
ing the value of the no par common 
shares from their present figure of $50 a 
share to a new value of $10 a share. The 
company is amply provided with cash re- 
serves to maintain the present rate of pay- 
ment should it deem this constructive 
until it can be determined to what extent 
these new sources of revenue will bolster 
earnings. 


ASSOCIATED DRY GOODS registered 
a net loss of $1.9 million for the year ended 
January 31 last, but was able to strengthen 
its cash position to the extent of $2.3 millions 
while reducing current liabilities by nearly 
one million dollars. 


Best & Company 4 “C+” 


Experiencing the second drop in annual 
sales since 1922 with a volume of $11.1 
millions or a drop of 19.47 per cent from 
the previous year, Best & Company ended 
its fiscal year on January 31, 1933, witha 
net profit of $328,965, as compared with 
$926,646 in the previous year. The drop 
in both sales and earnings must be attri- 
buted to the reduced level of retail prices 
and narrowed profit margin in that unit 
sales were within 214 per cent of the 
volume of 1931. Net profit per dollar of 
sales was 2.96 cents compared with 6.70 
cents for 1931, 8.38 cents for 1930 and 
8.75 cents for 1929. Best has no bank 
loans, and the increase in cash on hand 
to over $1 million from $134,993 a year 
previous is a notable accomplishment; the 
company’s net working capital position 
represents a ratio of 5.7-to-1. The recent 
steadiness of retail prices suggests that 
with its inventory adjustments behind it 
the company should be able to make a 
reasonably favorable showing in the cur- 
rent fiscal year. 


BROOKLYN-MANHATTAN TRANS- 
IT reveals the ability to maintain the bulk 
of its earnings, with $4.74 a share earned 
for the eight months ended February 8 
against $4.79 for the corresponding period 
of the year previous. 


Cannon Mills 4 


A yield of 6 per cent, and selling at 34 
times last year’s earnings, would suggest 
the ability to produce better than 47 
cents a share for the stock of Cannon 
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Mills. Not only do these earnings fall 
far short of meeting the dividend require- 
ment of $1, but they represent a drop 
from $2.11 a share earned in 1931, and 
after payments of dividends last year 
there was a deficit of $659,865. The com- 
pany is amply provided with the means 
for continuing these payments from its 
$8.4 millions of cash and marketable se- 
curities at present value, but in recogniz- 
ing the fact that cash alone represents 
only $1.6 millions of this total it would 
not take long at last year’s rate of deficit 
to deplete these funds; unless an exurly 
restoration of earning power is realized, a 
cut in the rate would appear to be the 
logical expectation. 


CHESAPEAKE CORPORATION had 
a profit of $6.1 millions in 1932 without 
any material change in the holdings in its 
portfolio. 


Corn Products 4 “B+” 


Leading the procession in the ranks of the 
dubious dividend stocks, the directors of 
Corn Products declared the regular quar- 
terly dividend of 75 cents and announced 
that the first quarter would show up as 
good as last year, which in turn lent 
strength to the issue. Others taking 
similar surprise actions in view of the 
earnings shortage for complete dividend 
coverage were Allied Chemical and Ameri- 
can Can. These leaders are making a 
name for themselves in the considerate 
utilization of their cash reserves to pro- 
vide income for the stockholder during a 
period of low earnings and in holding the 
old shareholder and making it inviting 
for new ones to enter the ranks, a well 
placed and well distributed holding of the 
stock will be no retarding influence when 
the shares begin to reflect the return of 
normal earnings. Confidence thus placed 
and combined with the necessary patient 
holding will not go unrewarded. 


DETROIT EDISON’S reduction in divi- 
dend to $4 was prompted by the distressing 
bank conditions throughout the territory 
served, which aggravated the decline in 
earnings. 


General Foods 4 — 


Earnings during the final quarter of 1932 
added nothing to the amount that had 
been reported for the first nine months, 
$1.97 a share. The unsettled conditions 
during both October and November 
practically stagnated business, and al- 
though a pick-up was noted in December, 
it was not sufficient to offset the earlier 
losses. The upswing in both sales and 
earnings has continued into the first three 
months of this year, and in view of the 
lack of necessity for adjusting inventory 
losses as was necessary in the last quarter 
of 1932, an improved showing can be ex- 
pected for the initial report for this year. 
The prevailing yield of 8 per cent ex- 
presses the balance of doubt so far as 
meeting the 50 cents quarterly dividend 
is coneerned, but if only an approxima- 
tion is realized it should not be difficult to 
make up any small deficiency operating 
under conditions for the remainder of the 
year contrasting with that of the banking 
holiday. 


HERSHEY CHOCOLATE, with only 
$4.71 a share earned last year, adjusted 
its $5 dividend down to &3. 
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A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
Sound Bonds ......25 
Il.... Sound Preferreds ....25 
Ill... Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


Hudson & Manhattan 4 |" 


The unarrested decline in the earnings 
of Hudson & Manhattan, which for 1932 
were reduced to $1.63 a share from $3.44 
in 1931, provides convincing argument for 
a drastic cut in the $2.50 dividend. 
Though representing a reduction in rate 
during last year the cut was not well pat- 
terned to the earnings slump and if any 
thought of a reversal had been enter- 
tained this should have been dissipated 
by now. The yield of 20 per cent reflects 
the lack of earnings and if the payment 
is not eliminated altogether, it does not 
appear that better than a $1 payment 
will be declared when directors meet 
next for the semi-annual dividend. 


LOEW’S is suffering not alone from a bad 
slump in theatre receipts and film rentals 
also, but liquidation from insiders has 
driven the stock down to a 10 per cent yield 
basis despite the recent drastic cut in divi- 
dends from $3 to $1. 


National Distillers 4 


In reporting the equivalent of 51 cents a 
share against $1.47 in the preceding year, 
National Distillers offers only remote 
hopes to justify the price of the stock at 
nearly fifty times earnings. If this set-up 
would not appear extreme enough, then 
the fact that 48 cents a share was earned 
in the first nine months, leaving only 
three cents for the holiday quarter, might 
be more convincing. The enthusiasm 
generated for the ‘'3.2” stocks and their 
distant relatives may furnish a morning- 
after headache, leaving a bad taste in the 
mouths of the enthusiasts. There are un- 
doubted benefits to be enjoyed by many 
companies in the renewed activities of the 
brewers and brew distributors, but it ap- 
pears safe to say that exaggerations are 
more flagrant than expectations. 


NATIONAL STEEL follows its good 
showing in 1932 by an announcement that 
earnings for the first quarter will exceed 
dividends, a singular distinction in the 
present state of the steel trade. 


Otis Elevator 4 “C+” 


Recent buying in the shares of Otis 
Elevator must be attributed to rumors 
intimating the possibility of General 
Electric seeking an interest in the com- 
pany in order to find an outlet in this 
business, although the construction out- 
look and the earnings of the company 
have been far from inviting. Last year 
Otis realized net income of only $307,519 
which after dividend payments created a 


deficit of $2.8 millions. This compares 
with $4.4 millions earned in 1931, and al- 
though eash and other liquid assets of 
$11.5 millions are included in current 
assets of $19.8 millions as against current 
liabilities of only slightly more than $1 
million, the present 60 cent dividend dis- 
bursement must be regarded as a generous 
gesture to be maintained out of surplus 
only as long as directors are in that mood 
unless building lifts above the cellar level. 


PENICK & FORD expects to make as 
good a showing in the first quarter of this 
year as was made in the initial three 
months last year, with sales in some divi- 
sions registering “increases over a year ago. 


Union Carbide 4 “C4” 


Having paid out a total of $1.40 a share 
in dividends last year, Union Carbide 
found it necessary to dip into surplus to 
the extent of $4 millions in making this 
payment. Earnings for the year, which 
were a fraction over 97 cents a share, 
were slightly below the current $1 rate, 
but it should be noted that following 
earnings of 69 cents a share for the first 
nine months, earnings for the last quarter 
amounted to 28 cents a share, several 
cents in excess of the dividend require- 
ment for that period. Adjusting this 
rate of earnings to an annual basis would 
indicate a rate of $1.12 a share, which 
in view of the strong financial position 
of the company lends strength to the posi- 
tion of the dividend. At the turn of the 
year, current assets amounted to $61.8 
millions, of which $7.8 millions was in 
eash and $3.5 millions in marketable 
securities. In reporting to stockholders 
the management cites instances of ex- 
panded demands for new products and 
any pick up in sales of the old established 
lines, with the return of normal condi- 
tions, would find a direct expression in the 
recovery of earning power. 


UNDERWOOD ELLIOTT operated at a 
profit in the first two months of this year 
after experiencing heavy losses late in 1932, 
and it is the plan of the company to con- 
tinue whatever dividend payment is possi- 
ble without weakening financial condition. 


U. S. Smelting 


In reporting for the year 1932, U. S. 
Smelting reveals earnings the equivalent 
of 63 cents a share on the outstanding 
common stock. In the year previous 
$1.48 a share was earned, which afforded 
ample coverage for the $1 dividend, but 
this latest showing falls far enough short 
of requirements to induce doubt as to the 
stability of the current rate. It can be 
said that the more recent showing indi- 
cates improvement in that having earned 
only 51 cents in the 11 months ended 
November 30 the total year’s showing 
credits December with earnings at the 
rate of 12 cents a share or on an annual 
basis of about $1.44. If this pace can be 
maintained ample cover for the payment 
would be furnished while at the same 
time the company is in strong financial 
eondition. It had cash and government 
securities at the close of last year of $6.9 
millions as part of current assets of 
$14.8 millions, whereas current liabilities 
amounted to $2.2 millions. The gold 
output of the company places it in a 
favored position in comparison with 
others in the metal group, which factor 
is mostly disregarded by those alert for 
the possibilities in the gold stocks with 
the advent of inflationary tendencies. 
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Chesapeake 


Corporation 


Maintains Earnings 


mon stock of the Chesapeake & 
Ohio Railway Company, Chesa- 
peake Corporation was able to report 
1932 net profit of $6,129,778, or $3.41 per 
share, compared with $6,494,519, or 
$3.60 per share, earned in 1931. This 
showing reflects the facts that there was 
no significant change in its holdings dur- 
ing the year and that Chesapeake & 
Ohio continued dividend disbursements 
at the regular $2.50 per annum rate. A 
loss of $294,051 on sale of securities was 
charged against surplus, but that this 
represents only a negligible change in 
holdings is shown by the small decline 
in the principal balance sheet asset, 
investments at cost, from $163.1 millions 
to $162.0 millions. Average holdings of 
Chesapeake & Ohio shares were slightly 
smaller than in 1931, due to the sale of 
27,500 shares during the first half of 1932, 
and with no change in the C. & O. divi- 
dend rate, income from dividends declined 
only about $155,000, from $10,320,582 
in 1931 to $10,166,270 in 1932. 
Chesapeake Corporation’s portfolio in- 
cludes 4,066,508 shares of Chesapeake & 
Ohio (representing more than 51 per cent 
of the voting stock), 69,000 shares of 
Erie Railroad common and 27,500 shares 
of Pere Marquette common. With these 
securities as practically sole assets, the 
company has outstanding as_ principal 
liabilities $43.3 millions of collateral 
trust bonds and $31.9 millions of notes 
and accounts payable (secured), incurred 
in connection with subscription to C. & O. 
stock in 1930. Of the 1,799,745 shares 
of common stock outstanding, 1,267,300 
shares are held by Alleghany Corporation, 
which is the Van Sweringins’ holding com- 
pany for their railroad interests. 
For each share of Chesapeake Corpora- 
tion outstanding, the company holds 


A S a holding company for the com- 


v 
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about 2.3 shares of C. & O. so that any 
change in the C. & O. dividend rate will be 
magnified 2.3 times in Chesapeake Cor- 
poration’s per share earnings. Thus, if 
C. & O. were to pay $2 a share instead of 
$2.50, Chesapeake Corporation’s earn- 
ings would drop about $1.15 a share, 
while a cut in the C. & O. rate of $1.50 a 
share would result in failure by a slight 
margin to cover interest requirements of 
Chesapeake Corporation. It is, of course, 
this unfavorable working of the leverage 
factor while business in on the down 
grade that accounts for Chesapeake Cor- 
poration stock selling at 5.3 times 1932 
earnings to yield about 11 per cent, while 
C. & O. sells at 9.2 times last year’s 
earnings and yields’8.9 per cent. Another 
speculative factor in the status of Chesa- 
peake Corporation stock is the fact that 
all the company’s investments are pledged 
under its bonds, bank loans or other 
payables. 

The discount from par at which the 
Chesapeake Corporation 5 per cent bonds 
were quoted during 1932 enabled the 
company to retire through sinking fund 
$1,161,000 of their face value at an 
expenditure of $716,435. As in the case 
of the loss on sale of securities, this profit 
was carried directly to surplus and did not 
affect the reported income. The colla- 
teral pledged for these bonds consists 
of 2,449,300 shares of C. & O., and annual 
interest requirements on the bonds 
amount to about $2,170,000. Since the 
income from this pledged stock might be 
made directly applicable to interest 
payments on the bonds, it appears that 
the bondholders are protected down 
to the point of reduction of the C. & O. 
dividend to a $1 per share basis. Such 
action appears a remote contingency in 
view of C. & O.’s 1932 earnings of $3.06 
a share. 


Would Sinking Funds Help 
the Railroads? 


try is strewn with the wrecks 

of companies which have had 
to refund bonds at a time when for rea- 
sons pertaining to the general investment 
situation rather than to the soundness of 
the particular enterprise, it was impossible 
for its management to refinance.”’ This 
statement, taken from The American 
Transportation Problem, recently pub- 
lished by The Brookings Institution, 
would apply with double force to the past 
two years, had it not been for the Re- 
eonstruction Finance Corporation, which 
has taken the place of private financing 
agencies in supplying the capital for 
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“Te history of the railroad indus- 


most railroad bond maturity financing. 
In spite of the large advances made by 
the R. F. C., roads which have been faced 
with large bond maturities since the be- 
ginning of the depression, have encoun- 
tered serious difficulties, and a number of 
large rail bond maturities in 1933 and 
1934 promise further trouble. 

One reason why the maturity of a rail- 
road bond issue often proves disastrous 
in a period when the condition of the 
bond market will not permit the sale of 
new bond issues is the almost complete 
absence of sinking funds for railroad 
obligations. Many public utility and 


industrial companies follow the practice 


of setting aside sums each year out of 
earnings and applying these sums to the 
reduction of funded debt. In this way 
bond issues can be very substantially 


reduced prior to maturity, and the 
problem of refunding any part which 
remains outstanding correspondingly 


reduced. 

American railroads followed this poliey 
to a large extent prior to the panic of 
1893. Although it would seem that the 
numerous railroad receiverships of that 
era should have demonstrated the advigs- 
ability of reducing bond indebtedness by 
appropriations from current earnings, 
sinking funds were almost totally dis. 
carded in subsequent rail financing, 
The theory was adopted that the major 
portion of railroad eapital represents 
permanent investment and that, there. 
fore, bond indebtedness need never be 
reduced. It is perhaps unfortunate that 
this theory did not lead to issuance of 
bonds without maturity, like the English 
permanent debentures (ef. Canadian 
Pacific perpetual debentures). If this had 
been done American railroad companies 
would have been spared much embarrass- 
ment arising from bond maturities over 
the past few years. 

However, although sinking funds would 
not have forestalled all the refunding 
difficulties, they would have had _ two 
beneficial effects if they had been uni- 
versally demanded by investors. First, 
they would have tended to prevent rail- 
road companies from creating capital 
structures top-heavy with bonds. Second, 
they would have facilitated (if surrounded 
by proper safeguards) the scrapping of 
much obsolete and superfluous plant. 
Perhaps when the time comes to refund 
the advances from the R. F. C., rail 
management will recognize the desir- 
ability of sinking funds and include this 
feature in the new issues. 


The Investors’ 
latform 


EFORE the investing public 
ean feel assured of the exis- 


tence of the fullest measures 
for its protection, THE FINANCIAL 
Wor.p believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more 
insistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV.°Constructive Trading 
Reforms 
V. Independent Protec- 
tive Committees 
VI. Full Publicity on Secur- 
ity Offerings 


A special article has been pre- 
pared concerning the great need 
of these reforms and the power of 
investors to bring about their 
adoption, a copy of which will be 
mailed to any interested investor. 


THE FINANCIAL WORLD 
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Durant, the optimist of 
optimists in 1929, has addressed an 
urgent letter to President Richard Whit- 
ney of the New York Stock Exchange in 
which he suggests that that organization 
put its foot down on short sales. This 
advice is rather belated as there is not 
much left in security prices from which 
the shorts could profit. They can only 
peck here and there, like a woodpecker, 
to extract a little profit. 


Consipzeina the depth to which we 
have sunk in the depression, it would 
seem that the element of time, and the 
extremely low price of things on which 
we are accustomed to placing values, 
favor the constructive side. In a situa- 
tion of that sort, the market itself will 
take care of the bears. It has shown at 
various times that they can be quickly 
trimmed of their fur, and therefore when 
the final turn comes they won’t have any 
pelt left. 


Ir THE Stock Exchange could have 
done anything courageous to check the 
deflation it should have done it two 
years ago; it was then that the bears did 
their greatest injury. They found the 
market in a weakened condition, when the 
demand for securities was at a low ebb 
and confidence was at the point of des- 
pair, and by pounding away at values 
they heaped brands upon the conflagra- 
tion. Then it was the duty of every 
patriotic citizen to check the destruction 
so far as it was within his power. This is 
all of the past but it is worth-while re- 
ferring to it in any discussion of the in- 
jury the greedy shorts did to the country 
in a critical crisis. 


Wane it is apparent that the courage- 
ous leader in the White House is doing 
everything within his power to provide 
the country with a stable foundation 
upon which to build its recovery, I fear— 
and this is a statement I dislike to make— 
that the same leadership is present 
neither in industry nor in banking. 


Tas prevailing spirit is not that of 
“let us try something that will increase 
the general confidence’’; instead each is 
seeking to protect his own skin. Of 
course that is not true of all industrial 
leaders or bankers, but we must confess 
that the spirit prevails among a great 
many. 


Ix THE oil industry, where there is 
every opportunity for constructive leader- 
ship to be marshalled in its behalf, we 
hear of the independents producing oil for 
whatever price they can get, realizing that 
by their action they are continuously 
undermining the price structure of the 
industry. 


Tas if we turn to the tire industry we 
find the same situation prevailing; there 
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is price cutting 
on every side. 
One would 
think that after 
three years of 
adverse trade 
conditions 
which have hit the tire industry particu- 
larly hard, the leaders would still have a 
grain of common sense and try to get 
together and endeavor to maintain prices 
instead of cutting them to the heart. 


Is THIS country we are still somewhat 
timid in our opinion of what the future 
holds for us, but that is not true abroad. 
There the opinion is that fundamental 
conditions have changed for the better 
and even though the improvement is 
slow it is at least definite, and the cycle 
has changed from a vicious one to a 
constructive one. 


Wz MAY talk of inflation but that sub- 
ject is very much misunderstood. How 
ean you have much inflation when you 
have almost everything selling at ten 
eents on the dollar? The proper term 
would be reflation, with the spiral turning 
upward in a restoration of actual values. 


Ir wE followed some of the so-called 
economists in their rigid views, that de- 
flation must run its course, what would 
we have in the end? National poverty 
and discontent, and in fact so much 
starvation that it would resolve itself 
into a revolution. This we must avoid 
and the only sensible measure that can 
keep us from this brink is some form of 
controlled inflation. We might as well 
face the facts, for this is what exists. 


Is RELATION to values, we have an 
interesting picture indicating how much 
out of balance is the general understand- 
ing of them. Here we have American 
Tel. & Tel., selling in the low 90's, a 
price unwarranted even if this major 
American industry should be compelled 
to reduce its dividend to $6 a share. In 
the old days, when banking was con- 
ducted as banking, when investments 
were made as investments and people 
appreciated the value of a dollar and 
what it should earn, a 6 per cent return 
upon an investment was considered an 
excellent income and brought a premium 
instead of a disheartening discount as 
now is the case. 


Ler it not be overlooked that the main 
problem in this county, one to which I 
have frequently referred, is that the capi- 
tal structure must be tapered down to the 
national income. Instead of decreasing 
our debts we are only increasing them, 
since deficits are merely another form of 
debts. 


Wauex we look through the list of 
companies represented on the Stock Ex- 


Odd Lots 


Allow the small investor to take 
advantage of investment oppor- 
tunities that are presented in the 
market. 


Buyers of Odd Lots receive the 
same courteous and painstaking 
attention as large buyers. 


We accept orders for 10 shares 
and upward on a conservative 
marginal basis. 


Send for our booklet 
“Odd Lot Trading” 
Ask for F. W. 571 


100 Share Lots 


John Muir&@ 
New 


New York 
Branch Ofice—11 West 42nd St. 


39 Broadway 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 60 East 42nd Street 
New York ew York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


Utilities 
Buy or Sell? 


Send for FREE Bulletin FW A-1 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


INVESTMENT HINTS 


and other valuable information on trading 
methods in our helpful booklet, sent on 
request. Ask for K-6 


100 SHARE oR ODD LOTS 


&@ (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway, New York 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. WHitehall 4-6400 


759% Profit in Harvester 


Southern Pacific, 465%; Steel, 265%; Sears Roe- 
59%. By following ‘MARKET AC- 
** recommendations from February 27 to 
March 17, 1933, covering over 20 active, listed 
securities, our Clients took an average profit of 
26%. Send for free copy or $1.00 FOR 4 
WEEKS’ TRIAL. 
WETSEL MARKET BUREAU, Inc. 
Empire State Bldg., N. Y. City 
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COMING DIVIDEND MEETINGS 


Monday, April 3 
Adams-Millis Corp. Lazarus (F. R.) & Co. 
Amerada Corp. Melville Shoe (Pfd.) 
General Foods Corp. National Tea (Pfd.) 


Tuesday, April 4 


Brown Shoe (Pfd.) Federal Knitting Mills 
Bunte Bros. (Pfd.) Lone Star Gas (Pfd.) 
Campe Corp. (Pfd.) Metal & Thermit 
Century Ribbon Mills (Pfd.) Republic Service (Pfd.) 


Cluett, Peabody, Inc. Western United Corp. (Pfd.} 
Collins Company 
Wednesday, April 5 


General Cigar 

Gt. American Ins. (N. Y.) 
Jantzen Knitting Mills 
Loew's Inc. (Pfd.) 

Mass., Pwr. & Lt. Asso. 
Raymond Concrete Pile 
Rochester Amer. Ins. 
Rockland Lt. & Pwr. Co. 
Solvay Amer. Invest. (Pfd.) 
Exchange Buffet Springfield Gas Light Co. 
Fitchburg Gas & Elec. Lt. West Penn. Elec. (Pfds.) 


Thursday, April 6 
Canadian Dredge & Dock Mullers Bakeries (Pfd.) 
Colonial Life Ins. North Boston Ltg., Prop- 


Columbia Gas & Elec. erties 
Consolidated Cigar (Pfds.) Reserve Investing (Pfd.) 
Riverside Cement 


Haverhill Electric 
Friday, April 7 
Atlantic City Elec. (Pfd.) Phoenix Finance, Hartford 
Birtman Electric (Pfd.) Process Corp., Chicago 
Central Arizona Lt. & Pr. 
(Pfds.) 


Saturday, April 8 
Fidelity Fund, Inc. Hollinger Cons. Gold 


Monday, April 10 


Amer. Investors (Pfd.) Prentice (G. E.) Mfg. Co. 

Archer-Daniels Midland St. Lawrence Flour Mills 
(Pfd.) (Pfd.) 

Electric Power Assoc. 

Home Ins. Company 


Amer. Alliance Ins. 

Amer. Art Works 

Amer. Machine & F’dry 
Atlas Powder (Pfd.) 
Beneficial Industrial Loan 
Central Ill. Securities (Pfd.) 
Concord Electric 

Corn Exchange Bank & Tr. 
Edison Elec. Ill. (Boston) 


Savannah Sugar Refining 
Union Oil of California 


Tuesday, April 11 


Beacon Manufacturing (Pfd.) Nash Motors 
Central Pr. & Lt. (Pfds.) New England Water, Lt. & 
Concord Gas Co. (Pfd.) Pwr. Asso. 


Cumberland County Pr. & Lt. 


Newberry (J. J.) Co. (Pfd.) 
(Pfd.) 


Norwalk Tire & Rubber (Pfd.) 
Dallas Pwr. & Lt. (Pfd.) Orange County Tel. (Pfd.) - 
Hartford Times (Pfd.) Procter & Gamble 
Metropolitan Storage & Whse. Virginia Ry. (Pfd.) 


Wednesday, April 12 
Amer. Machine & Foundr Securities Corp., 
Consolidated Oil (Pfd.) (Pfds.) 
Continental Can Shawinigan Water & Power 
Houston Ltg. & Pr. (Pfds.) Sierra Pacific Elec. (Pfd.) 
International Cigar Mach’y Woolworth (F. W.) Co. 
Pacific Gas & Elec. (Pfds.) 


Thursday, April 13 
Canadian Silk Prod. Idaho Power Co. (Pfds.) 
Chartered Investors (Pfd.) McIntyre Porcupine 
Dallas Ry. Terminal (Pfd.) | Owens Illinois Glass (Pfd.) 
Franklin Fire Ins. 


Friday, April 14 


Amer. Investment Co., Ill. Noyes (C. F.) Co., Inc. (Pfd.) 
Derby Gas & Elec. Corp. Royal Bank of Canada 


General 


(Pfds.) Standard Corporations 
Kroger Grocery & Baking 
Saturday, April 15 
Columbus Packing (Pfd.) Portland Gas & Coke (Pfd.) 
Fa!l River Gas Works Printing Machinery Co. 
Klein (D. Emil) Company Scotten Dillon 


Pacifie Pwr. & Lt. Co. (Pfd.) 


change in many instances we find the 
outstanding share capitalization far in 
excess of what those corporations will be 
able to support for quite some years to 
eome. Would it not be wiser then to 
reduce these excessive capital structures 
and bring them down again to within the 
earning power of these corporations? 
What does it mean? It does not change 
the worth of the shareholders’ investment 
in that corporation any more than the 
stock splits of 1929 increased the actual 
value of their equity. You can not 
change the volume of an apple by sever- 
ing it into several parts unless you take 
one of those parts and dispose of it. If 
they have remained intact you can always 
work them back like a jig-saw puzzle 
to represent the whole. 
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Factors of Uncertainty 


for I. T. & T. 


phone and Telegraph Company is the 
< largest factor in the communications 
field outside of the United States, concen- 
trating largely in telephone service in 
Europe and South America, its name is 
often linked with that of American Tele- 
phone & Telegraph in a way that suggests 
some disparagement of its achievements 
because of the much less satisfactory 
earnings showing during the depression. 

There are, of course, definite reasons 
for this disparity, and of a nature that 
east no reflection upon the management 
record of International Tel. & Tel. In 
the first place, revenues from telegraph 
and wireless communications bulk rather 
large in this company’s operations, and 
as might be expected business has declined 
much more drastically in this field than 
in telephonic communications. The an- 
nual report states that the major portion 
of the decline of $20.5 millions in consoli- 
dated gross revenues in 1932 oceurred in 
the telegraph and cable business and in 
manufacturing activities, and that tele- 
phone operating revenues remained com- 
paratively stable on the basis of local cur- 
rencies. Most of these foreign currencies 
are severely depreciated in terms of the 
American dollar 
and certain of them 
averaged lower in 
1932 than in 1931. 
Thus these tele- 
phone revenues 
when converted 
into American cur- 
rencies (that is to 
say, after foreign 
exchange losses) 
have shrunk con- 
siderably. These 
two factors are the 
principal ones ac- 
counting for the 
severe drop in earn- 
ings from the $3.03 
per share of 1929 
to the deficit of 62 cents per share in 
1932. It may also be pertinent, how- 
ever, to point out that International Tel. 
& Tel. has had a most remarkable and 
rapid growth since its rather unpreten- 
tious beginnings in 1920, and perhaps for 
this reason has many difficult problems of 
coordination and adjustment such as do 
not confront its American peer. 

In addition to the theoretical effects 
upon reported consolidated earnings of 
exchange losses, there is the shrinkage in 
consolidated current assets due to conver- 
sion into American dollars at the exchange 
rates of the year-end. This resulted in a 
further deduction in the income state- 
ment of about $2.2 millions. Needless to 
say, the current assets of the foreign oper- 
ating companies have not actually been 
converted into U. S. funds, and only such 
actual losses on transfers have been sus- 
tained as were necessary to secure actual 
dollars for interest and other payments. 
Although this circumstance leaves the 
theoretical possibility of recovery of some 
portion of these losses upon reestablish- 
ment of these countries on an interna- 
tional gold standard, it is practically cer- 


[rene ana’ as International Tele- 


tain that the new gold parities will be at 
substantial discounts from their old pari- 
ties, so that the final depreciation jp 
foreign assets may perhaps approximate 
the losses already written off. 

Operating economies achieved in 1932 
amounted to about $9.4 millions over and 
above the savings of $7.7 millions in 1931, 
but this was not sufficient to preserve in- 
terest coverage on the parent company’s 
debentures, which are outstanding in 
three issues to the total amount of $1226 
millions, and fixed charges were earned 
only 0.61 times compared with 1.77 times 
in 1931. Working capital decreased sub- 
stantially from the close of 1931, from 
24.1 millions to $6.8 millions, and cash 
and marketable securities dropped from 
$17.4 millions to $12.1 millions. Total 
current assets were $63.9 millions and 
total current liabilities were $57.2 mil- 
lions. Of the latter the most important 
item consisted of notes payable of $40.4 
millions, representing a moderate reduc 
tion from the $44.2 millions reported at 
the close of 1931. This item includes $27 
millions of indebtedness represented by 
notes of operating subsidiaries, purchased 
by banks from the corporation under an 
agreement of guarantee and _ endorse- 
ment. Early this 
year these credits 
were extended to 
August 1, 1933, by 
agreement with the 
banks and the in- 
terest was reduced 
from 6 to 5 per 
cent. 

The balance 
sheet also reflects 
substantial 
changes through 
revaluations of cer- 
tain assets of the 
parent and asscci- 
ated companies 
based on recogni- 
tion of the drastic 
changes in world-wide economic con- 
ditions that have occurred since 1929. 
The total thus written off was $35.8 mil- 
lions, and an additional appropriation 
from surplus of $10 millions was set aside 
to provide for making further revalua- 
tions of assets along the same lines. The 
result was the complete wiping out of the 
profit and loss surplus of $18.5 millions 
and a decrease in capital surplus from 
$55.2 millions to $22.7 millions. The 
indicated book value of the common 
stock declined from $45.35 per share to 
$37.40, and application of the $10 million 
appropriation from surplus to further 
writing off of assets would reduce the 
figure another $1.50 a share. 

The impairment of working capital and 
the size of the notes payable item will re- 
main important factors of uncertainty in 
the outlook for the company as long as 
earnings continue at present unsatis- 
factory levels. What the company must 
have is definite world-wide economic 
recovery, and until this is clearly indi- 
cated the parent company’s securities will 
continue to occupy a speculative position 
not without an obvious element of risk. 
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Re Or Gossip a Customers’ Man tay 
Hears Around Broad and Wail 


Tar new plan for the Rails is getting the frozen stare from exees, for it proposes 
to eliminate the “‘six-figure-a-year-men”. . . . A contract has been let for a new 
foundation under the vaults in the Treasury as a result of the dehoarding move- 
ment. . . . Denials are very prompt that the new Edison Electric Institute is 
auditing all members’ books, but what harm could come of it? . . . The agricultural 
and oil interests are patching up their differences and a 214 per cent shot of alcohol 
may be needled into your gasoline—or maybe it will be 3.2... . It was a keen 
sense of rumor that told you about those automobile price cuts columns and columns 
ago which Hudson has just set off. . . . When they opened up that Jersey City 
vault of Ivar Kreuger’s a mere $100,000 of assets fell out. .. . Ask any water 
company if you doubt the practise of Saturday tub singing, for more water is used 
on that one day than all the rest of the week. . . . American: Telephone operates 
more motor trucks than the 100 largest railroads combined—if there are that many 
left to combine. . . . That wine rider on the beer bill will prove an aid to the Cali- 
fornia grape growers who plan putting out a new wine and soda water drink with 
every fraction of the 3.2 in it. . . . Naming Jesse Straus of Macy’s as ambassador 
to France is not a bad move if he can carry out his policy of cash payments. . . . 


Mucu ado was made over Woodin’s musical accomplishments but did you know 


that James Paul Warburg, the likely undersecretary, collaborating with his wife, 
furnished the lyrics and music for many recent musical successes under the name 
Paul James? . . . And Governor Lehman used to scratch a mean cello. . . . Good- 
year has a new paint made of rubber rosin for protecting the under surfaces of auto 
fenders. . . . There was more than one bank that opened up in defiance of the 
Treasury ruling and so far they are getting away with it. . . . And do you know the 
formula establishing the soundness of banks?—of course not; its both secret and flex- 
ible. . . . Clarence H. Mackay of Postal Tel. has sold, part of his world-famous art 
and historical collection to the Met. Museum of Art. . . . The department stores 
report payments in gold four times the usual intake since small hoarders have been 
coaxed into parting with the yellow metal—and no records are kept. . . . Now that 
General Motors has shown the way by going into the banking business on their own, 
you can expect others to follow shortly with Big Steel working on such a plan. . . 
The Paris Exposition is to have a tower 2,296 feet high (Empire State Building 
1,265 feet) with a ramp for autos to climb. . . . That recently departed shoe mogul 
who was once worth $15 millions had recently been living on a 50-cent a day allow- 
ance contributed by a relative... . 


Tue author of those drastic movie cuts has leased himself a 13-room terraced 
apartment with 5 baths which he just Kent get along without. . The bottle and 
glass manufacturers are taking a leaf out of the book of' match makers (three on a 
match, etc.) for they are propaganding the idea of breaking both the bottle and 
glass after your first drink to insure happy days—better save the glass for the next 
round. . . . Indian Refining is building a thermometer 21 stories high for the Chi 
Fair. . . . Totaling up the alleged capacity production of leading beer stock pro- 
motions shows it to have plenty of froth on the top above actual pre-prohibition 
consumption—so have a care. . That Equitable Building elevator that stopped 
between floors last week was carrying a load of 3,700 pounds of hoarders’ delight. . . 
Owen D. Young, who sold the Rockefellers the idea of Radio City, is not going to 
part company with R. C. A. without a fight. . . . Those Florida townships that had 
to resort to issuance of scrip for small change found it to be a money-maker, for the 
sun-tanners bought it all up to send back home as cheap souvenirs. ... William 
Vincent Astor is the fourth of that lineage to serve on the board of D. & H. and the 
tp alg of Loree’s son to the Central board is a protective move in case he can’t 
seat himself. 


— former General Motors Export officials forgot that their business was 
primarily import, and for attempting export of capital from Spain they are now out 
on bail in Barcelona. . . . Breaking precedent, the Vatican City is taking out $2.5 
millions insurance on its buildings—lay off, you insurance chasers, its already signed 
up. .. . After getting your ice cream in cellophane, in chocolate and on sticks, a 
new one is readying for the trade named the Sherbicle. . . . A California utility 
attributes its meter losses to families doubling up instead of moving, but if the movie 
colony moves East that will be something else again. . . . What do those varied 
monsters attacking two little fish symbolize on the bronze elevator doors in the 
Chase building? . . . Shades of Elk Hills—E. L. Doheny is the defendant in a $10 
millions suit brought by the stockholders of Pan-American Pete. ... The bank- 


shortened Florida season sees Henry L. Doherty set back a cold million and he has 
ambitious plans up Westchester way. ° 


1933. 


APRIL 5, 


Take your choice 


at 55 


A Life Income of $200 a 
Month or $31,720 Cash 
Subject only to evidence of insur- 
ability, noe | in accordance with 
Company limits, you may have 
the additional choice of 
Paid-up Life Insurance of © 
$20,000 and $20,400 Cash 


or 

A Paid-up Life Insurance 
Policy of $56,020 

A John Hancock $20,000 Retire- ‘ 


ment Fund Policy will make the 
above choice possible for you. 


LIFE INSURANCE COMPANY 
oF BOSTON. MassacnusETTS 


JOHN HANCOCK INQUIRY BUREAU 
197 Clarendon Street, Boston, Mass. 


How much will it cost me annually 
to receive the above benefits when I am 55? 


Date of Birth. 


Name. 


Street and No. 


City. State. 
F.W. 4-33 


‘Chrysler Building 


BUY THIS CHEAP STOCK 
FOR LARGE PROFITS 


WE have discovered a low-priced stock which, 
in our opinion, is such an outstanding bargain 
today that it may be expected to bring you extraor- 
dinary profits in the next big upswing, which 
should begin soon. This stock sells for less than $8 
a share. 

If this stock is now purchased outright—not on a 
margin—and held only until the prices of last 
September are reached, it will return a profit of 
86%. If held until 1931 prices are touched, the 
profit will be over 300%. , best of all, this is a 
stock which we believe WILL duplicate and even 
exceed its price of 1931. 

The name of this stock will be sent to any investor 
absolutely free. Also an interesting little book, 
*“*MAKING; MONEY IN STOCKS.” Nocharge— 
no obligation. Just address. 


INVESTORS RESEARCH BUREAU, INC. 
Div. 385, Chimes Bldg., Syracuse, N. Y. 


STOCKS 4x0 COMMODITIES 


Folder explaining margin requirements, commis- 
sion charges and trading units furnished on request. 
Cash or Margin Accounts 


Inqutries Invited 


SPRINGS & CO. 


“BROKERAGE SERVICE SINCE 1898"’ 
Members New York Stock Exchange and other leading exchanges 
60 Beaver St. NEW YORK 15 W. 47th St. 


Why Wait Any Longer? 

Learn what controls market action 

and price movements. 

See how ae can protect your capital 

and accelerate its growth. 

Send for booklet F.W.3 

A. W. Wetsel Advisory Service, inc. 
New York 
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Dividends 


Declared 


Regular 

Pe- 

Company Rate riod 
15c 
0c 


1 


$1 


Amer. Optical pf $1.75 
Amer. Shipb ding 50c 
Bate. Go... 20c 
50c 


Binghamton Gas Works 7% pf.$1.75 
Boro Gas $1 ~ 


- 
Champion Anil $1.50 
Columbia Mills............... 50c 
Consol Car Heat............. $1.50 
Des = Moin — Co. 8% pf... 

aris 
Gotham Silk Hosiery pf... ...$1.75 
Gulf Power $6 pf............ $1.50 
Haverhill Gas Light............ 

ouston Nat. Gas Corp. pf. . . .8744 
Ink Co. pf. 
Rea, P. & 7% of........- 75 

31.50 
Laclede Steel 15c 
Lazarus (F. & R.) Co. 

$1.6214 

Lord & Tay _ $2 
Louisville Gas & Bi Co. 

$1.25 

Do pf $1.50 

$1.75 

Minn. P. $1.75 

80c 
Mountain States T.& T......... $2 
$2 
50c 
National P. & L. $6 pf........ $1.50 
Naumkeag Steam Cot.......... 75¢ 
Niagara Fir Ins. Co............ $1 
50c 
N. Y. Telephone Co............ $2 

25c 
Pacific 50c 
Pacific Lighting............... 75¢ 
Penn Conley Tank Car pf...... $2 
Perfect Pet 6% pf.......... 
Pirelli Co. of Italy 

(Am. shares)............ $2.57 
Pneu. Scale 7% pf.......... 174% 
Pow. Corp. Can. ist cum. pf. 

$1.50 
50c 
Stmpg. & Enam.......... 25¢ 

Shar Strs. $1.75 
Shasta Water Co 40c 
Sharp & Dohme pf.A.......... 50c 
Sou. Cal. Gas pf............ 3714c 

Spicer Mfg. 75¢c 
Squibb (E. R.) & Sons.......... 25c 

$1.50 
Stahl-M. Inc. 6% pf......... $1.50 
Stamford G. & B............ 
Standard National pf......... $1.75 
Standard Screw............... 50c 
Std. Fuel 644% . 
Steel of Canada 4334¢ 
Telautograph Corp. . 
Un. Dyew'd pf.......... . $1.75 
Un. Linen Sup. A........... 87léc 


ZOD OOO OOOOOOS: OOOO OHOOOHLO: OH OOOO OOOO, 


U. S. Smelting & Ref. pf..... sTise 
ri 
Accumulated 
Cap Adm., Ltd., pf. A.......... 75e 
Liquidsting 

Graymur Corp......... 50c 

Omitted 
Kaufmann Dept. S. pf....... $1.75 
Spks.-With. cum. pf......... $1.50 

Reduced 
Affiliated Prod.............. 10¢ 
Am. Home 


Am. & ‘$6 pf.. 
Do 


Byers (A. . .50e 


Carolina Power & Lt. $ 

Detroit Edison................. $1 
Firestone Tire & Rubber........ 
Hershey Chocolate ............ 75¢ 
Ind’t Pneum. Tool............. 25e 
0c 

blic Service of N. J 70c 
Steel Co. of Can... ... 30¢ 


: 
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Pay- Hldrs. of 
Record 


Why Studebaker Went 


to the Courts 


Studebaker Corporation prior to the 
appointment of receivers was that 
for the nine months ended September 30, 
1932. In view of the strong showing 
made by the September balance sheet, 
the news that Studebaker had sought the 
protection of the courts came as some- 
thing of a shock to those who are inter- 
ested in the company’s securities. The 
consolidated balance sheet of Studebaker 
Corporation and subsidiaries, including 
Pierce Arrow but excluding White Motor 
Company, as of September 30, 1932, 
showed total current assets of $20.3 
millions as against total current liabilities 
of $9.6 millions. Cash totaled $4.6 
millions. The one ominous item was notes 
payable of $6.1 millions, which stood out 
in contrast to complete absence of bank 
loans on the corresponding date of 1931. 
Official statements explaining the com- 
pany’s assent to the appointment of re- 
ceivers emphasized the ‘legal entangle- 
ments in connection with the proposed 
merger with The White Motor Com- 
pany.” The difficulties with the White 
minority stockholders were doubtless in 
large part responsible for the receiver- 
ship, but the annual report of, Studebaker 
Corporation for 1932, issued after the 
receivership news, reveals a number of 
facts which appear to show that the 
merger obstacles were not solely respons- 
ible. In the first place, Studebaker re- 
ported a net loss of over $8.2 millions for 
1932, of which about $3.9 millions was 
recorded in the final quarter of the year. 
As a result of this and other causes, the 
company’s working capital position was 
materially weakened in the last three 
months of 1932. 


"Ts last financial statement of the 


Working Capital Shrinks 


The only December 31, 1932, balance 
sheet of Studebaker Corporation which 
has been made available is a consolidated 
balance sheet including both Pierce Arrow 
and White Motor, but separate balance 
sheets for the latter two companies have 
been published. Subtracting White Mo- 
tor’s year-end net working capital from 
the Studebaker consolidated balance sheet 
figures to make the figures comparable 
with the September report, we find that 
the excess of current assets over current 
liabilities, which was more than $10 
millions in the September 30, 1932, state- 
ment, had shrunk to a little more than 
$3.4 millions in tne last three months of 
last year. Going further and subtracting 
Pierce Arrow’s net working capital, we 
find that Studebaker’s margin of current 
assets over current liabilities at the year 
end was only about $1.8 millions. 

Since inventory, not highly liquid in 
character, accounted for a substantial 
part of current assets, Studebaker early 
in 1933 had need of bank accommodation 
in order to finance spring operations. The 
needed bank loans could not be obtained, 


and this was the immediate cause of the 
receivership. In seeking for the reasons 
why an old established company like 
Studebaker could not obtain bank finane- 
ing for its spring operations, several 
facts immediately suggest themselves, 
Outstanding bank loans of Studebaker 
and Pierce Arrow at the end of 1932 
(White Motor has contracted no bank 
loans) totaled about $6.3 millions, which 
was only a little more than was borrowed 
in the last quarter of 1931 to finance new 
models. The bank holidays may have 
made it more difficult to obtain accom- 
modation. The indications are, however, 
that neither of these factors governed. 
The real reasons for failure to get the 
needed bank loans were doubtless first, 
the large 1932 loss, and second, the diffi- 
culties encountered, in the projected 
merger with White Motors. If the mer- 
ger with White could have been con- 
summated as per schedule, Studebaker’s 
difficulties would have been solved, since 
the company could then have used 
White’s large liquid resources. At the 
end of last year, White had cash of over 
$7 millions. 


That Militant Minority 


Studebaker obtained about 95 per 
cent of the outstanding stock of White 
Motor under the terms of the exchange 
offer announced last September. The 
offer consisted of $5 in cash, $25 par 
value of Studebaker Corporation 6 per 
cent notes, and one share of common 
stock of Studebaker Corporation for 
each share of White Motor stock. A 
group of minority stockholders, account- 
ing for about 3 per cent of the White 
stock, refused to accept this offer. The 
laws of the State of Ohio, in which White 
Motor is incorporated, provide unusual 
protection to minority stockholders in 
mergers and consolidations. These severe 
merger restrictions were in large part re- 
sponsible for the breakdown of the pro- 
jected Bethlehem  Steel-Youngstown 
Sheet & Tube merger, in which there was 
also a militant minority. The White 
minority demanded a cash settlement at 
a ‘‘price higher than it [White stock] has 
commanded on the open market at any 
time since 1929,” a price which, according 
to the official statement ‘‘Studebaker 
Directors felt to be unreasonable and im- 
possible to meet.”” Upon meeting refusal, 
the White minority threatened court 
action to halt the merger, although the 
Studebaker management stated that they 
“offered a plan of consolidation under 
which its [White stock’s] value could have 
been established by court appraisal, but 
the minority refused to accept it.’’ 

At all events, the proposed merger 
could not be effected without consider- 
able delay. In the meantime, although 
Studebaker’s ownership of 95 per cent 
of the stock of White Motor was not 
threatened, the company apparently 
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READ THESE BOCKS— 


You May Borrow Them 


From 


MAIN PUBLIC LIBRARY 
HOUSTON, TEXAS 


Your Public Library Will Let YOU 
READ These New, Inspiring 
and Instructive Books for 
Just the Asking 


SELF MASTERY AND FATE with Cycles of 
Life—H. Spencer Lewis. 


An astounding system of determining your fortunate and uy 
fortunate hours, weeks, months, and years. A means of chart 
ing your life like the mariner charts the course of his vessel. 
This book reveals your life for a lifetime. 


MANSIONS OF THE SOUL —The Cosmic 
Conception—H. Spencer Lewis. 


The complete doctrines of reincarnation explained. This book 
makes reincarnation easily understood. The question, “Why 
are we here?’’ is answered in a satisfactory way that appeals to 
all thinkers, studerts, and mystics. This volume PROVES re: 
incarnation. 


THE MYSTICAL LIFE OF JESUS—H. Spencer 
Lewis. 


A rare account of the Cosmic preparation, birth, secret 
studies, mission, crucifixion, and later life of the Great Master 
from the records of the Essene and Rosicrucian Brotherhoods. 
It reveals the real Jesus at last. The book contains mystical 
symbols, fully explained, anc original photographs. 


ROSICRUCIAN PRINCIPLES For Home and 
Business—H. Spencer Lewis. 


A practical book dealing with psychological principles for the 
solution of health, financial, and personal problems in the home 
and office. It points out the wrong and right ways to use 
metaphysical and mystical principles in attracting business and 
bringing into realization new plans and ideas. 
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Avail Yourself of This Privilege 


A THOUSAND YEARS OF YESTERDAYS— 
H. Spencer Lewis. 


This is a beautiful story of reincarnation, each chapter re- 
vealing a mystic lesson and a profound principle. It is a story 
of the soul and explains in detail how the soul enters the 
body, how it leaves, and where it goes. 


UNTO THEE | GRANT—Ramatherio. 


A strange book prepared from the secret manuscripts found 
in monasteries of Tibet containing the sublime teachings of 
the Masters of the Far East. This book was written two thou- 
sand years ago. The manuscript was brought from the monas- 
teries of Tibet. It is highly illuminating and instructive. 


ROSICRUCIAN QUESTIONS and Answers 
with History of the Order—AMORC. 


A story of the Rosicrucian ideals, traditions, and activities 
interestingly told—answers scores of questions. It contains the 
first complete, authentic history of the Rosicrucian Order. The 
romantic history of the Rosicrucians reads like a wondrous tale 
of fiction. 


LEMURIA—The Lost Continent of the Pacific 
—Wishar S. Cerve. 


The revelation of an ancient and long forgotten mystic 
civilization. Fascinating and intriguing. Learn how these peo- 
ple came to be swept from the earth. Know of their vast 
knowledge, much of which is lost to mankind today. 


IN 
YOUR 
PUBLIC 
LIBRARY 


v 


Fascinating 
As 
Fiction 


v 


Helpful 
Asa 
Textbook 


THE ROSICRUCIAN DIGEST 


The ‘“‘Rosicrucian Digest” is the official monthly magazine 
issued by the Rosicrucian Order of North America. It is filled 
with instructive, practical, helpful articles expressing the Rosi 
crucian view-point. Discourses on subjects of psychology, 
metaphysics, and occultism are contained therein. RAD tt 
EACH MONTH IN YOUR LIBRARY. Be sure to wy 
““Rosicrucian Digest." 


ATTENTION READERS |! 


If your library does not have the above books listed on its 
files under the subject of Rosicrucian or under their own titles, 
ask your librarian to get them for you. The publishers of thew 
books will be glad to present to this public library any one of 
the books or the magazine mentioned herein WITHOUT OB 
LIGATION. Merely tell its librarian to write to the addres 
below mentioning the books they would like to have for the 
benefit of their readers and it wilt be a pleasure to present 
these books, or magazine to them. Just have your librarian 

address her request to: ROSICRUCIAN PUBLISHING DE 
PARTMENT, ROSICRUCIAN PARK, SAN JOSE, CALI 


PRINTED INU.B.A. 


could not pledge these shares or any of its 
other assets as security for bank loans. 
This situation was due to the issuance 
of $14.8 millions Studebaker 6 per cent 
notes, since in issuing these notes the 
company apparently consented to re- 
strictions on its ability to borrow against 
its assets. This seems to be the main 
reason why it was “impossible, in the 
present banking situation, for Stude- 
baker to secure its customary financial 
accommodations.” Studebaker — had 
greatly increased its liabilities by the 
issuance of the 6 per cent notes, but due 
to the borrowing restrictions, and the 
hitch in the merger program, had not 
been able to effeet a corresponding in- 
crease in its realizable assets. The com- 
pany did obtain about $3 millions cash 
from the special dividend of $5 a share 
declared by White Motor, but this merely 
offset the cash payment it made as part 
of its exchange for control of the latter 
company. If Studebaker had exercised 
its control of White to declare another 
special cash dividend out of White's 
large liquid resources, this would doubt- 
less have led to injunction proceedings 
by the White minority. 

Two vice-presidents of Studebaker and 
the president of the White Motor Com- 
pany were appointed receivers in the 
“friendly"’, action, and it would not ap- 
pear that the fact of the receivership 
should necessarily have any major ad- 
verse effects upon the company's com- 
petitive position. However, the prospects 
are difficult to gauge, since news of re- 
ceivership sometimes has bad psycholog- 
ical effects upon a company’s potential 
customers, and because the duration of 
the receivership is uncertain. How long 
the receivership will last apparently de- 
pends upon the speed with which the 
legal tangles can be straightened out and 
also to some extent upon general busi- 
ness conditions. If general economic 
conditions improve, the receivership may 
be of short duration, but if the automobile 
industry continues in the doldrums, 
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Two Rector Street 


Electric Bond and 
Share Company 


New York 


Strictly Confidential Correspondence Invited on 


Financing, Reorganizations, 
Mergers of Industrial Corporations 


H. D. Williams, 120 Broadway, New York City 


Studebaker may not emerge from court 
supervision for an extended period. Thus, 
although there is no reason to believe 
that Studebaker will be eliminated from 
the automobile field, especially in view 
of the well entrenched position of the 
name and produet of this old established 
company in the industry, Studebaker se- 
curities will remain in a highly specula- 
tive position until the legal aspects of 
the company’s difficulties are clarified. 


G. M. Aids Earnings by 16 Cents a Share 


plant account as of the end of the 

year, as compared with the figures 
at the end of 1931, show the management 
to be cognizant of the current trend to- 
ward plant write-downs, although the 
executives of this industrial giant are not 
prepared to go the full way in writing 
down fixed assets. The company has fol- 
lowed the policy of carrying fixed assets 
on its balance sheet at cost, setting up a 
depreciation account and charging thereto 
out of earnings approximately 6 per cent 
of the total book value of total plant and 
real estate account each year. Thus at 
the end of 1931 fixed assets appeared at 
$604 millions against which stood a de- 
preciation reserve of $241 millions. 

Of the plant facilities which totalled 
some $600 millions, the management re- 
gards approximately $115 millions as 
“surplus real estate and equipment,” and 
has now written these latter assets down 
to a total of $22.7 millions and charged 
the difference between the two figures 
against the depreciation account. By so 
doing all real estate, plant and equipment 
is now carried, after allowance for de- 
preciation reserves, at salvage value for 
that part which is idle, and at 1932 repro- 
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ductive value for that part which remains 
in operation. Thus total real estate, 
plant and equipment appear on the De- 
cember 31, 1932, balance sheet at $499.9 
millions against which is the depreciation 
reserve of $171.7 millions. 

The $92.7 millions reduetion in the 
stated value of surplus fixed assets will 
mean that idle equipment will no longer 
have to be depreciated, and consequently 
charges out of earnings for depreciation 
reserves will be reduced by about $7 
millions, or the equivalent of about 16 
cents a share of common stock. (Com- 
mon stock earnings for the first nine 
months of last year were only eight cents 
a share, and these were wiped out by a $10 
million loss in the last quarter.) Had this 
new policy of valuation been in effect last 
year, preferred stock dividend require- 
ments would have been 80 per cent 
covered by earnings. 

This procedure seems to be quite sensi- 
ble. Earnings will not be penalized by 
having to carry the burden of unproduc- 
tive assets held at deflated values, but on 
the other hand neither will the earnings 
escape their proper contributions to the 
inevitable replacement of equipment and 
facilities later on. 


ARE YOU 
INTERESTED in 
CANADIAN 
STOCKS, BONDS, 
MINING 
SECURITIES? 


If so, you can get reliable news 
and dependable information by 
reading the weekly issues of 
Canada’s leading business and 
financial newspaper. 


Write for a sample. copy. 
$5.00 per year. 


‘The Financial Post 


153 University Ave. 
TORONTO, CANADA 


You Can Earn Money Now 
YOU ASK HOW? 


She PLY by acting as special representative 
of Tut Financia Wortp in your own 
community as well as in surrounding towns 
if desired. 

We have decided to add 25 energetic sub- 
scription salesmen to our staff. e€ suggest 
make at once if you wish to 
xe considered in our big 19033 campaign. To 
those whose record and background are satis- 
factory, we offer a liberal commission on every 
new subscription and in addition a substantial 
bonus for every five orders. 

Write today for details and mention 
bricfly your past business experience. 


H. L. Vonderlieth 
The Financial World 
53 Park Place - - New York, N.Y. 
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WEEKLY RECOR 


D OF EARNINGS 


9 MONTHS ENDED FEBRUARY 28: 


32. 


1 
Net Share Net Earnings" Per Share 


Gamowell Company................. . $118,649 nil $296,046 $1.48 
13 MONTHS ENDED JANUARY 31: 
Montgomery Ward & Company........ 5,686,784 nil 9,737,083 nil 
12 MONTHS ENDED —— 31: 
4,459,05 nil 1,791,352 nil 
Macy (R.H.)Company................ 3,287,151 2.20 5,199,541 3.63 
203,338 nil d20,411 nil 
Associated Dry Goods................ 1,939,914 nil 848,411 nil 
12 MONTHS ENDED DECEMBER 31: 1932 1931 
American Radiator & Standard Sanitary. 5,990,986 nil 200,646 rer 
d1,687,493 nil 223,169 0.98 
Bancroft (Joseph) & Sons............. 561,704 nil 411,622 nil 
Brunswick-Balke-Collender............ 1,056,230 nil 430,472 nil 
Central Indiana Power................ 1,667,084 
Central Power & Light................ ps.65 1,822,931 p13.46 
Chicago Mfg nil 139,032 nil 
re Textile . 233,6% nil nil 
Darby Petroleum. "146.019 0.29 993, 3€ nil 
1,714,999 nil dl, 149.345 nil 
75,221 0.37 231,140 1.15 
129,814 nil 324,861 1.04 
International Tel. & Tel............... 3,981,171 nil 7,654,001 1.20 
Er 226,185 nil 238,810 1.99 
Kansas City d95,912 nil 317,272 p3.81 
588,755 p5.92 1,762,430 2.33 
Matson Navigation................... 1,397,920 5.72 1,631,245 6.66 
269,124 nil 188,932 0.75 
McKesson & Robbins................. 921,641 nil 1,845,739 0.24 
Merritt-Chapman & Scott........ 939,291 nil 310,280 0.42 
Murray Corporation of America. ....... 1,880,835 nil 1,241,583 nil 
National Distillers Products . 522,179 831,245 
Nelener Brothers, Imc................. 46,797 d639 
North American Car. 234,510 0.39 554,719 2.46 
Oliver Farm Equipment d4, 164, 975 nil 4,908,644 nil 
Otis Elevator...... 307,519 p4.73 4,414,963 2.01 
Packard Motors...................... 312 nil d2,909,117 nil 
Panhandle Producers & Refiners....... 353,949 nil 515,644 nil 
Pennroad Corporation. ............... 0.09 4,495,046 0.49 
Pierce-Arrow Motors................. qa 3 032,430 nil 476,943 nil 
Postal Telegraph & Cable. ............ 9S: nil 1,764,031 nil 
Public Service of Oklahoma............ 2: 1,952,694 
Pullman Incorporated................. 2: nil 2,378,632 0.61 
Safety Car Heating & Lighting......... $232,736 105,872 nil 
4,390,227 4.22 5,415,590 6.34 
2! nil 269,405 nil 
Taggart Corporation ........ is nil d120,994 nil 
Texas Pacific Coal & Oil... 1,413,235 nil 
Texon Oil & Land.............. ome 1,361,901 re 
Timken-Detroit Axle. . . nil 328,328 0.13 
Tishman Realty & Construction........ 1,888,394 nil d961,778 nil 
Tobacco Products Export............. 46,407 48,262 
py eee d100,022 nil 352,865 0.74 
d&887,023 nil 1,595,331 nil 
Union 8,781,426 0.97 18,029,522 2.00 
1,687,663 0.53 2,907,548 1.04 
U. 8. Smelting, Refining & Mining..... 1,995,232 0.62 2,504,758 1.45 
U 1,219,715 12.19 1,181,089 11.81 
Vanadium 1,651,959 ni 1,096,721 nil 
Warren Brothers......... 317,983 oben 935,515 OA 
Weston Electrical Instrument.......... d143,3. nil 122,264 0.32 
6 MONTHS ENDED DECEMBER 31: 


a OnClass A Shares. b On Class B Shares. 


p On Preferred. 


¢ On Combined Class Aand B Shares. 4d Deficit 


t Before Depreciation or Depletion. 


BOOK REVIEWS 


THE AMERICAN TRANSPORTATION 
PROBLEM. The Brookings Institution; 
Washington, D. C. Pp. 915. $3. 


AS THE name implies, this book 
covers not only the railroad problem, 
but all phases of American transportation 
including waterways, highways, pipe 
lines and air transport. The 915-page 
volume, prepared mainly by members 
of the staff of The Brookings Institution, 
presents the results of the investigations 
and studies undertaken under the direc- 
torship of Dr. Harold G. Moulton, head 
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of the Institution and _ investigator- 
counsel to the Nationalj Transportation 
Committee or so-called ‘Coolidge Com- 
mittee.”” The final report of this Com- 
mittee (reproduced in full) was based in 
large part upon the findings of Dr. Moul- 
ton and associates. 

“The American Transportation Prob- 
lem” is a remarkably complete study, and 
includes full discussions of all important 
aspects of transportation and present-day 
problems, including, in the railroad divi- 
sion, such subjects as operating efficiency, 
rates, wages, taxation, valuation and 


recapture. The railroad security holder 
will be particularly interested in the dis- 
cussions of financial structure and _poli- 
cies, and especially in the timely chapters 
on reorganization procedure, current 
practice and proposals for change. The 
suggestions for coordination of other 
type of transportation with the railroads 
are also timely and valuable. 

The concluding summary by Dr. Moul- 
ton recommends that ‘‘the various forms 
of transportation must be placed on the 
basis of economic parity,’ that railroad 
consolidation must be made compulsory, 
and that a broad policy of coordination of 
transport under unified Federal regulation 
centralized in the Interstate Commerce 
Commission be adopted. 

The hook is a very valuable com- 
pendium of facts and statistics, and the 
historical material, although presented 
primarily to support the recommendations 
for future action, is so complete that the 
volume will doubtless be widely used as a 
source book of information on railroads 
and other transportation agencies. 


PROBLEMS IN PUBLIC UTILITY ECO. 
NOMICS AND MANAGEMENT. 
Graw-Hill; New York. Pp. 700. $6, 


HE rapid development of the public 

utility industry during the past twenty 
years and attending corporate consolida- 
tions in this field have given rise to many 
problems in management, regulation and 
other fields which were practically non- 
existent under the former decentralized 
order. Commissions which are charged 
with the task of guarding the best inter- 
ests of consumers and utility manage- 
ment often find themselves at cross-pur- 
poses due to the paucity of regulatory 
precedent or conflicting court and com- 
mission decisions. 

This volume, which has been prepared 
by Dr. C. O. Ruggles, professor at Har- 
vard University, contains the more im- 
portant court and commission decisions 
relating to production, management, 
finance, valuation, rate of return and regu- 
lation and other data based on the 
author’s field-work studies. It should 
prove a valuable reference to Commis- 
sioners and utility executives. 
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Mitchell Steps Out 


HEN it was announced that Sidney 

Z. Mitchell had resigned as chairman 
of the board of the Electric Bond & Share 
Company to be succeeded by C. E. Groes- 
beck, the company’s president, the news 
came to the financial community as a 
distinct surprise for there had been no 
intimation that one of the deans of the 
publie utility industry was to be com- 
pelled to give up his activities on account 
of ill health. Mitchell built up an utility 
empire international in scope. His great 
opportunity arose when the General 
Electric Company had to divest itself 
from its subsidiary, Electric Bond & 
Share. It did so by distributing its shares 
to its own stockholders. Mitchell was 
placed in charge of the company and 
through his indefatigable labors he de- 
veloped it into one of the most powerful 
holding companies. Like the way of all 
flesh, so was it with stocks when the 
great decline started. Mitchell’s enter- 
prises could not withstand the deflation- 
ary processes in which the whole world 
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became involved. Probably like so many 
of our leaders entrusted with the responsi- 
bility of piloting their enterprises through 
one of the most severe storms they ever 
encountered, the worries and cares took 
their toll from Mitchell’s health so that 
he had to withdraw from all his activities. 
However, he has the satisfaction of 
knowing that he has kept his enterprises 
in a thoroughly solvent position so that 
they are in line for quick recuperation 
when the industrial pendulum again 
swings upward, 
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Gullible Upton Sinclair 


E CAN almost visualize how the 

tears must have streamed from the 
eyes of Upton Sinclair as William Fox 
unfolded his story of how he was crucified 
by the vultures of Wall Street. Were 
these revelations only partially true so 
‘far as they involve the innocence of Fox, 
the story revealed by Fox’s Boswell would 
stir one’s blood as he reads how he was 
hamstrung by every one to whom he ap- 
pealed for help in saving his properties. 
But between the lines of this long drawn 
out narrative there is to be detected a 
great deal of insincerity and a Munchau- 
sen strain. Fox tells many stories that, 
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to people who are familiar with the inci- 
dents, apparently stray from the facts. 
For instance there is the story of Ford, 
who was supposed to have left the theatre 
when attention to his presence was called 
by Al Jolson during a Liberty Loan Drive. 
The facts are that in a box in the theatre 
was some one dressed up to impersonate 
J. P. Morgan who, when appealed to for 
a subscription, said he would take a mil- 
lion dollars worth, and that drove Fox 
back into the wings for he had promised 
to duplicate any subscription made by 
any one in the audience. The Fox story 
is sordid enough, with all its high finane- 
ing and stock manipulation, but in it 
Fox himself did not play a minor part. 
Had he himself not speculated in his com- 
panies’ stocks, a confession he makes in- 
directly when he refers to the millions on 
margin he owed his brokers, he never 
would have been caught in the jam that 
he was. He laid himself open to ex- 
ploitation by his own gambling mania. 
Another part of the Fox story that does 
not set well is his statement that not- 
withstanding that the people he dealt 
with had repeatedly betrayed him, still 
he kept coming back for more. However 
much Upton Sinclair endeavors to put 
the mantle of matrydom upon this sly 
Fox, the story he tells simply resolves 
itself into the kettle calling the pot black. 


A New One for 
Gold Stock Hoarders 


army of adverse influences have 

wrought havoe with the shock- 
troops of seasoned suckers who have been 
the chief prey of the tipster, sharp- 
shooter and stock promoter of recent 
years. But there are some of the gullible 
left who will hoard gold stocks despite the 
fact that such share certificates may not 
even make good wallpaper. It is to these 
survivors that the latest offering of the 
Boston Financial News is directed and 
that the fish are nibbling at the well- 
baited hook is indicated by the fact that 
sales of this newest gold stock are leading 
the trading on the New York Mining 
Exchange. 

‘‘Western Empire Gold” is the impos- 
ing title of the new lure and the mythical 
“Mark Hamilton” is once more lending 
the magie of this nom de plume to market 
letters, telegrams and long distance tele- 
phone ealls. Who is ‘‘Mark Hamilton’’? 
The National Better Business Bureau in 
its Bulletin No. 75 says that he is none 
other than Cleaveland A. Chandler, a 
former advertising man who is president 
of the Boston Financial News. And the 
Better Business Bureau points out that 
while the first issue of the publication 
stated that it had ‘‘nothing to sell” and 
was ‘‘not financially interested in any 
security or allied financial interest,”’ it 
has at various times urged the immediate 
purchase of the shares of American 
Yvette, Admiralty-Alaska Gold Mines, 
California Juneau Gold Mines and Curtis 
Manufacturing class A which, ‘‘as. yet, 
have failed to materialize.” 

It was during last August, 1932, that 
the Boston Financial News launched a 
long distance telephone campaign advo- 
cating the purchase of the class A shares 
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of Curtis Manufacturing (Delaware). 
Peddled around $4 to $5 a share, the 
stock got to $7, when it was stricken from 
the New York Curb Exchange. There is 
no bid for the stock today. 

What is this new would-be bonanza 
that the Boston Financial News has un- 
covered after much beachecombing of the 
available gold shares of the world? Why, 
it is the brand new Western Gold Mines, 
Ine., which was formed under Nevada 
laws as recently as January 17, 1933, to 
acquire three properties which are called 
the Amazon Mine, the Keyes Mine and 
the Wilson Mine. But the Mines Hand- 
book, which is regarded as an authority 
in such things, has not a word to say 
about these holes in the ground. In the 
company’s description of its properties it 
is admitted that the Keyes Mine ‘thas 
a considerable body of low grade ore 
opened up” but only ‘“‘one shoot of high 
grade ore,”” and no mention is made as 
to whether the ‘‘shoot’”’ is open. And no 
estimate is made of the company’s ore 
bodies or the life of the mine. Against 
this property two million shares of $1 par 
common stock have been issued out of an 
authorized issue of 2144 million shares. Of 
course, no balance sheet has been issued 
to indicate the mine’s financial position, 
but this may come later if any stock is 
sold. Meanwhile, the shares of Western 
Empire Gold have advanced from $1.05 
a share to $1.17 on the New York Mining 
Exchange and they may go temporarily 
higher if the suckers can be coaxed to buy. 
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Intelligent investors will avoid such 
promotions, others will play with fire 
until they are well burned. 


LOW-PRICED STOCKS 


When and How to Buy Them 
By Owen Taylor $1.00 Postpaid 


Now while stocks are low this book will show 
you why and how you can get much better 
returns from low-pric d issues. 

Other Books by O. Taylor, $1 each, postpaid 
CHARTS —How to Make and Read Them 
STOP ORDERS—-tlow to Use Them for Profit 
SHORT SELLING — For Trader -—— Investor — 
Business Man 
PUTS AND CALLS — Theory and Practice 
The Logic of Price Movements 
Key to Stock Market Trends 
By Edwin L. Ayres. $2.00 postpaid 
CHART MAKERS DATA FOR 1932 
100 Stocks—-4 popular averages, tabulated to 
show open, high, low, close and volume. 
$4.50, postpaid 
IDEAL CHARTING SHEETS 
th per dozen, postpaid 
11x17” 6101— 45 points in eights 6 mos. for stocks 
6201—36 ‘*tenthe avgs. 
 3651—Half hourly log by tenths 
** 1001— Rally and decline percentage 


STOCK MARKET PUBLICATIONS 


Dept. F, 22 East 37th St. 
ew York C ity, N. Y. 


Stocks Again 


a buy—now? 
American Securities Service on March 17’s 
strong rally recommended sales. Stocks now 
down, buy yet? Send for copy, free, of 

** Stock Market Outlook’’ 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


Important 
Books | 
for Investors 


Title Price 
Business Looks at the Unforeseen......... 2.50 
By Wallace B. Donham 
Everyman and His Common Stocks....... 2.50 
y Laurence H. Sloan 
Investment Fundamentals. .............. 3.00 
By Roger W. Babson 
Forecasting Stock Market Trends........... 3.50 
By . Van Strum 
Leaders and Periods of American Finance... 4.00 
By Theodore J. Grayson 
The Work of the Stock Exchange.......... 5.00 
By J. W. Meeker 
— Policy of Corporations.......... 10.00 
A. S. Dewing 
Financial Organization & Management. . 5.00 
. W. Gerstenberg 
wh. for the General Reader......... 2.50 
By Henry Clay 
Principles of Economies (2 vols.).......... 6.00 
y F. W. Taussig 
3.00 
By J. T. Holdworth 
Successful Speculation in Common Stocks.. 3.50 
By William Law 
Applied Business Finance................ 5.00 
By Edmond E. Lincoln 
Handbook of Business Administration. .... 7.00 
By W. J. Dona 
The Course and Phases of the World 
Economic Depression.................. 3.00 
League of Nations Report 
The Mortgage Bond Racket................ 1.25 
By E. A. Barbeau 
y R. M. Smythe 
By D. J. Jordan 
Investment Principles and Practices. ...... 6.00 
By R. E. Badger 
The Paradox of Plenty... 2.50 


By Harper Leech 


The Financial World Book Department 
53 Park Place New York, N. Y. 
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V V ITH PRICE reductions 


throughout, the Roosevelt 
Hotel now offers you 
Rooms from $4.00 a day. 
Only the prices have been 
reduced. The Roosevelt 
standards of service and 
courtesy have been rigidly 
maintained. Won't you 
stay with us when you 
next visit New York? 


ROOSEVELT 
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Edited by A. Weston Smith, Jr. 


4 Aluminum Co. of America “C” 
The 1932 annual report for Aluminum 
Company of America, which is scheduled 
to be published this week or next, will 
probably be the poorest in the recent 
history of the company but this is no 
deterrent to increasing activity or higher 
prices for the shares. The upturn in 
quotations may be attributed, however, 
to the report that tonnage for the month 
of March was the best in about six 
months and this is about the most con- 
structive news which has been heard con- 
cerning the company in some time. The 
contrasting weakness in the preferred 
stock is explained by a further cut in the 
dividend rate to a $1.50 annual basis, 
against $3 previously. The preferred is 
cumulative and calls for a dividend of $6 
annually. 


E. L. BRUCE has received an order for 
250,000 feet of oak and cottonwood lumber 
for making beer cases. 


4 Elder Manufacturing DY 
As a leading producer of men’s and boys’ 
furnishings, play suits and wash wear, 
Elder Manufacturing has been hard put 
to meet the competition of lower priced 
lines and earnings have shrunk accord- 
ingly. A year ago directors omitted divi- 
dends on the common stock and last 
week they decided to pass the payments 
on the class A shares. 


FORD, Lid., cut wages at its Dagenham, 
England, plant a week ago and hundreds 
of workers went on strike. 


4 General Tire “Cc” 
Under a contract which became effective 
last week the entire ‘‘ Yale” line of Gen- 
eral Tire & Rubber will be distributed by 
the Pure Oil chain of gasoline stations in 
the territory east of the Rocky Moun- 
tains, with the exception of New England. 
The line of tires is comparable in price 
with the “‘Atlas” line handled by the 
Standard Oil filling stations. 


GORHAM MFG., after deferring action 
since January, 1933, has omitted the divi- 
dend on the common stock. A $1 distribu- 
tion out of surplus, however, was voted. 


4 India Tire & Rubber “Dp” 


As the result of the two suits brought to 
force a receivership of India Tire & 
Rubber, a receiver has been appointed 
and President W. C. Klauss, who op- 
posed the proceedings, has resigned. Un- 
der the court order it is stated that the 
receivership was not granted to liquidate 
the company or sell any of its assets but 
merely to provide the company with a 


head until a successor is named to fill 
the vacancy of president. Incidentally, 
India Tire was not one of those which 
joined the price cutting war of the past 
month. 


McGRAW ELECTRIC stockholders will 
meet on April 14, 1933, to vote on a reduc- 
tion of capital from $2.9 millions to $1.26 
million. 


4 New Jersey Zinc “Cr 
The recent court decision in favor of New 
Jersey Zine gives the company the right 
to an accounting of the profits on its 
patent covering a rayon process now in 
use, but what it will mean in dollars has 
yet to be determined. The company has 
not earned its $2 annual dividend since 
1930, and while operations continue in 
the black it is evident that any royalties 
that can be collected will be a factor in 
future payments of dividends. 


NEW YORK STEAM, because. of con- 
tinued cold weather, should have an inter- 
esting earnings report for the first quarter 
of 1933. 


4 Pennroad “Dt” 


The portfolio for Pennroad for the close 
of 1932 reflects some of the bag-holding 
it did for the big railroad. For example, 
the 402,119 Seaboard Air Line shares 
which cost $4.5 millions were valued at 
only $100,500 on December 31, 1932, 
while the $17.3 millions spent for New 
Haven stock had shrunk to $1.5 million. 
An investment of $1.5 million in Atlantic 
Coast Line common was also listed as 
worth $142,000. Altogether the value of 
the holdings of listed stocks dropped about 
90 per cent from their purchase prices. 


PITTSBURGH STEEL is now shipping 
finished steel to the Pacific Coast by an all- 
water route at a saving of $3 per ton over 
the regular railroad freight rate. 


4 Safety Car Heating 
At the annual meeting on April 12, 1933, 
stockholders of Safety Car Heating & 
Lighting will vote on the proposal to 
reduce the stated value of the outstanding 
98,620 shares from $9.9 millions to $4.9 
millions by cutting the par value of the 
stock from $100 par to $50. The sum of 
$4.9 millions will be transferred to the 
capital surplus account and also used for 
writing off or creating a reserve for cer- 
tain intangible assets. 


A. O. SMITH'S activity is based on pros- 
pects from brewery sources, as Milwaukee 
(where the company’s plants are located) 
is an important center of the beer industry. 
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4Trans-Lux * 
The battle for proxies is on in the Trans- 
Lux situation and two ‘‘ protective’? com- 
mittees have been formed to assemble the 
votes to oust Percy N. Furber, president. 
It is expected that considerable informa- 
tion regarding the recent activities of the 
company will be aired before the annual 
meeting of the stockholders on April 12, 
1933. 


U.S. PLAYING CARD with only 26 cents 
a share earned for 1932 can not long main- 
tain a $1 annual dividend rate unless busi- 
mess takes a decided turn for the better. 
Net for 1931 equalled $1.45 a share. 


4 Veeder-Root 
Veeder-Root is now manufacturing an 
automatic device for registering the 
amount of gasoline dispensed to each 
customer, as well as the cost of the pur- 
chase. The units are being made under 
contract with Wayne Company of Fort 
Wayne, Indiana. Accurately measuring 
and registering the smallest fraction of 
a gallon, the new device automatically 
computes the total cost as the gasoline is 
delivered, indicating to the customer and 
the attendant both the exact gallonage 
delivered and the amount of the purchase 
in dollars and cents. 


‘WACO AIRCRAFT reports business for 
the first quarter of 1933 as being twice as 
good as in the same period of 1932. 


4 Vortex Cup “Cc” 
A new package named ‘‘ Twinkles,”’ which 
is a simple and inexpensive cone-shaped 
paper container for packaging ice cream, 
is being introduced by Vortex Cup. The 
container ean be used in filling ice cream 
cones and for serving ice cream sodas, 
sundaes and pie & la mode. 


WALGREEN has filed a suit against one 
of its tenants for attempting to force rent 
reductions. 
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4 Waltham Watch “DY 
Following the report that sales for 1932 
were one-third below those of 1931, Presi- 
dent Dumaine of Waltham Watch reports 
that sales of watches during the first 
quarter of 1933 were 62 per cent below 
the similar period of last year. The com- 
pany, while employing about 50 per cent 
less people, is planning no further cuts in 
its working staff in that a good financial 
position is enjoyed and any watches 
made at this time can well be sent to the 
warehouses for storage in anticipation of 
future increases in public purchasing 
power. ‘ 


v 


Does Government 
Ownership Pay? 


DVOCATES of Government owner- 
ship and operation of the American 
railways do not have far to go to see the 
kind of results usually obtained when the 
Government attempts to engage in what 
ought properly to be private business. 
The Canadian National Railways, owned 
by the Dominion of Canada, last year 
added another heavy deficit to the string 
of losses which this enterprise has incurred 
down through the years, the loss for 1932 
amounting to over $96 millions. Efforts 
to abandon uneconomic mileage and 
duplication of facilities have never suc- 
ceeded because of the element of polities, 
a factor which it is too much to expect 
could be kept out of the! Government 
operation of railroads in this country. 
It is interesting as well as instructive to 
note that notwithstanding the competi- 
tion of the Government subsidized road, 
Canadian Pacific last year was able to 
show a small operating profit. 
If the Canadian taxpayer last year had 
to shoulder the $96 million loss from 
operating the 23,000 miles of line that the 


‘Dominion owns, what would have been 


the cost to the American taxpayer, with 
this country’s 242,000 miles of line? 


The New German 
“Standstill” Agreement 


with our own difficulties during 
the last several weeks the success- 


H* we not been so much absorbed 


ful conelusion of a new German ‘‘stand- 
still” agreement would have come more into 
the limelight. Considering the general 
financial conditions of the German Reich 
the reductions made in the volume of 
obligations included in the new agreement 
are remarkable. The new contract in- 
volves a principal sum which is RM600 
millions less than called for in the 1932 
agreement and interest rates have also 
been reduced. An immediate advantage 
to Germany is the resulting lower require- 
ments for foreign exchange, which now 
are the equivalent of about RM213 
millions per annum, whereas RM300 
millions had to be transferred into foreign 
currencies under last year’s arrange- 
ment. 


APRIL 5, 


1933 


The new agreement further allows 
foreign creditors to demand limited pay- 
ments from their German debtors in 
Reichsmarks; however, it is not believed 
that the creditors, especially Americans, 
will take much advantage of this privilege. 
The maximum amount which could be 
asked for in Reichsmarks under these 
elaborate special regulations is estimated 
at about RM800 millions. To the foreign 
creditor this procedure would mean the 
conversion of claims against solvent firms 
into ineconvertible Reichsmarks which 
would have to be spent or invested in 
Germany. 

Although the new agreement represents 
a substantial reduction in claims on 
foreign exchange, the German Reich will 
not be able to live up to the terms of this 
contract unless its international balance 
of trade remains favorable. 


Lawsensational rally. an 


SDhotland 
& Sbhotland 


Men’s 
Tailors 
Wess 
N. 


The superior 
quality of our 
custom tailor- 
ed, individu- 
ally made 
clothes be- 
comes more 
evident after 
years of satis- 
factory wear. 


Prevailing low 


prices. 


Accurate forecasting con 


NEILL-TYSON 
FORECASTS 
You've seen these ads before. Since last summer we have 
SHOWN THE RECORD of ee Forecasts. 
Now what is it? 

1. Four Days Before Closing of Banks — i N 
“Feb. 27th, our Special Letter to clients read:™ 
‘**This letter is to let you know that we consider 
it exceedingly unwise oa ome panicky or 


extremely bearish no E HAVE 
SWITCHED FROM THE. BEARISH ATTI- 
TUDE EXPRESSED IN PR OUS BULLE- 


TINS AND ARE SEEKING OPPORTUNITIES 
TO BUY RATHER THAN SELL.” 
earecommendations listed.) 


2. The Night Before the Market Reopened — OUT 


“Mar. 14th our telegram to clients advised them 
to follow up the advance with close stop loss 
orders whereby our clients were {sold out 
within about two points of the top of the 


New Clients’ Trial Offer 


2 Months $15 

SPECIAL LIMITED OFFER! $15 brings two months of 
accurate Neill-Tyson Bulletins (Annual Rate $100). Test 
this accuracy for two months—recelve Neill-Tyson Bulletin 
“The Trend of Stock Prices"’ every other week and such 
in-between eupplementary telegrams as market conditions 
warrant. (Note: Trial subscription not renewable at 
this introductory price; regular rate $25 quarterly.) 

ATTACH CHECK AND SIGN NAME AND ADDRESS 

IN MARGIN FOR 2 MONTHS’ TRIAL—OR RETURN 

THIS AD ALONE FOR FREE CURRENT BULLETIN. 


Neill-Tyson, Inc., 341 Madison Avenue, New York, N.Y. 


SUPPRESSED 
KNOWLEDGE OF THE AGES 
Hidden, denied, but not lost, is the miraculous 
wisdom of the ancients. Their methods of mental power 
in achieving SUCCESS and MASTERY IN LIFE are 


available TO YOU. per FREE copy of the 
Sages” o tn how to receive this 
. MAKE YOUR "LIFE ANEW. 
SCRIBE: P.D.G. 
© 1EOR 


DIVIDENDS 


AMERICAN LIGHT & TRACTION COMPANY 
DIVIDEND NOTICE 


The Board of Directors of AMERICAN LIGHT & 
TRACTION COMPANY, at a meeting held March 28, 
1933, declared the regular quarterly dividend of 14% 
on the Preferred Stock, and a dividend of 50 cents 
share on the Common Stock, both payable May 1, 1083, 
to stockholders of record at the close of business April 14, 


33. 
The transfer books will ot be closed. 
JAM ES LAWRENCE, Secretary. 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Preferred Stock 
The regular quarterly dividend of One Dollar 
and Fifty Cents ($1.50) per share on the Preferred 
Stock of this Company will be paid on Saturday, 
April 15, 1933, to Shareholders of record at the 
close of business on Friday, March 31, 1933. 
W. G. KLEINSCHMIDT, Treasurer. 
San Francisco, March 2, 1933. 
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TO KEEP YOU INFORMED 


We list in this column every week attractive booklets, circulars, periodicals and special letters pertaining to investments 


and other timely subjects which we believe are of interest and profit to our subscribers. 


Upon request and without 


obligation any of the booklets listed below will be sent free, direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST PLAINLY ON A SEPARATE: SHEET 
CURRENT LITERATURE DEPARTMENT, THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


THE KNOWLEDGE OF THE WORLD SO THAT YOU CAN 
USE IT is the title of a beautifully illustrated book with full color 
plates and maps describing the new edition of a well known Encyclo- 
paedia consisting of 24 superb volumes handsomely bound and con- 
taining the useful, creative knowledge of all the world down to the 
present moment. This handsome and useful descriptive book is 
yours for the asking, without obligation. 


*“*THE WISDOM OF THE SAGES’’—is the title of a book issued by 
the Rosicrucian Brotherhood (AMORC) with North American head- 
uarters located at San Jose, California. This 32- omy book describes 
the organization and its teachings which are studied and applied by 
—~ y of the country’s leading executives and other think: 
and women. 


BROKERAGE SERVICE TO INVESTOR AND TRADER—A well- 
known New York Stock Exchange firm has prepared an interesting 
folder entitled ‘‘ Brokerage Service To Investor And Trader’’ which 
will be forwarded without obligation upon request. 


PARTIAL PAYMENT PLAN—An old established New York Stock 
Exchange House is issuing a booklet describing their plan and terms 
for purchasing securities on the monthly installment plan in odd lots 
or full lots. Copy upon request will be forwarded without obligation. 


HOW YOU CAN SAFELY REDUCE THE COST OF YOUR 
AUTOMOBILE INSURANCE is the title of a very interesting 
booklet issued by one of the largest and strongest insurance com- 
panies in America, Not only does it show how to reduce the cost of 
your automobile insurance, but it explains how you get a further 
reduction through a cash dividend ev ery year ae to 20% or 
more of your premium. Write for copy today, without obligation. 

ANNUITIES EXPLAINED—One of the largest life insurance compa- 
nies has issued a new booklet which describes in simple anques, 
the different kinds of annuities issued by it. Examples are included 
which indicate how these various forms of guaranteed life incomes 
meet the cf men and women in all walks of life. Copy upon 
request. 

““WHAT IS A SAVINGS AND LOAN ASSOCIATION?”’’ Is the 
title of a booklet issued by a New York building loan and savings 
association which explains in detail the workings of these institu- 
tions; how they invest your funds by loaning them on bond and 
first mortgage to persons buying or building homes. Send for your 
complimentary copy. 

SOME FINANCIAL FACTS—Is the title of a pe-pnee booklet con- 
taining a brief description of the American Telephone & Telegraph 


ng men 


Company and the organization and operations of the Bell Syne, 
It is illustrated throughout with maps, graphs and charts, and is of 
interest to every investor in public utility securities. 

TRADING METHODS—A a-oums booklet issued by a New York 
Stock Exchange house, containing a brief explanation of the different 
operations pertaining to stock market trading. 

THE WORLD’S FINEST RADIO RECEIVER—lIs the phrase used 
to describe a custom-built, all-wave radio set that is guaranteed 
to receive foreign stations as far as 10,000 miles away, and which 
makes all American broadcasting stations virtually ‘‘locals.’’ Ad- 
vertisers who have experienced difficulty in checking their programs 
broadcast from hard-to-get localities should be interested in the 
literature descriptive of this set, which will be sent upon request. 


A GREAT MONEY-MAKING OPPORTUNIT Y—One of the lead- 
ing financial services has prepared an 18-page booklet Dmg mys out 
the opportunity at the present time to lay the foundation for your 
fortune. Send today rity your complimentary copy. 

ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advantages for 
both the small and large investor dealing in Odd Lots. 

MARKET ACTION—Is the name of a weekly trading bulletin issued 
by one of the leading financial advisory services in New York. If 
you are interested in short swing trading ask to be placed on their 
complimentary list. 

ASSOCIATED GAS AND ELECTRIC ANNUAL REPORT—The 
annual . Y- of this large public utility system is available to in- 
vestors. contains descriptive and statistical information which 
every present and prospective investor in Associated Gas and 
Electric securities should have. Send for a copy which will be for- 
warded without obligation. 

MAKING MONEY IN STOCKS—A straightforward, comprehensive 
treatise on sound methods to pursue in the purchase and sale of 
listed securities. 

SECURITY SALESMANSHIP, THE PROFESSION—An inter- 
esting discussion of this specialized field, together with information 
about the Course of Training being adopted by scores of the leading 
investment houses for their salesmen. 

MAKING PROFITS IN SECURITIES—Valuable stock market 
booklet explains methods employed by successful investors. The 
part which fundamentals play and the market's technical condi- 
tion, as well as general sound methods for income and profit build- 
ing, are pointed out. 


WEEKLY BUSINESS AND FINANCIAL SUMMARY 


1933. 1932 
*Crude Oil Production (bbls.)....... 2, 249, 650 2,126,450 2,163,050 
Electric Power “Output (000 K.W.H.) 1, 655 1 1,514,553 
+Steel Output (% of capacity)....... 14% 5% 22% 
tAutomobile Production (U. 20, 10. 633 36,546 
§Commodity Price Index. ........ > 4.0 54.0 58.2 
1933 1932 
Mar.18 Mar.11 Mar. 19 
449,712 437,813 584,759 
Bituminous Coal Production... 860,000 920,000 1,290,000 
Financial World Index of Indus- 
trial Production............ » 30.5 32.8 43.2 


*Daily Average. 


Tron 
Commerce, 


tCram’s Report. §Journal of 
4 FEDERAL RESERVE SYSTEM REPORTS 


(000,000 omitted) 


1932 
Mar.22 Mar.15 Mar. 23 
$3,007 


Total gold reserves. $3,192 $3,010 

Total bills discounted . oe 671 1,232 665 
U.S. Govt. securities owned... 2... 1,864 1,899 835 
Fed. Reserve notes in circulation. . 3,916 4,293 2,573 
F. R. Bank notes in circulation . 3 Sree 
Total money in circulation......... 6,608 7,269 5,480 
Federal Reserve Systemratio. . ... 55.5% 49.1% 70.6% 


N. Y. Federal Reserve Bank ratio... 50.4 43.6 70.4 


4 NEW YORK CITY MEMBER BANKS 


Total security loans.............. $1,626 $1,674 $2,009 
Total commercial loans........... 1,525 1,483 2,039 
Total brokers loans............... 398 388 524 
U.S. Government securities owned. . 2,210 2,253 1,601 
All other securities owned......... 1,123 1,113 837 
4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 1933 1932 
ey 86 an $3.41 3.76 % Yopper.... r 
Dollar. . 82.87 90.12 Cotton 062 
3 France...... 3.93 3.93 9/16] Gasoline... .09% 
5.26 Italy.. ... 5.18 13.34 15.64 
13.90 Belgium*. . . 13.94 13.95% | Rubber.... .0298 031 
23.82 Germany... .23.86 23.77 Silver...... 
49.85 21.25 33.31 -042 .04 


*Belga. §May futures. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month, 


Week ended Same 


con March 11 week Change 

Eastern District 1933 1932 % 
Baltimore & Ohio. 39,035 —24 
Chesapeake & 20,373 26,345 —23 
Cleve., Cinn., Chicago & St.L.::: 13,565 20,484 —34 
Delaware & Hudson............. 9,699 11,904 -19 
aware, Lackawanna & Western. 11,993 15,312 —22 

Norfoik 14,193 19,542 —27 
New York, New Haven & Hartford 18,271 22,334 -—18 
New York Central............... 33,604 42,946 —22 
New York, Chicago & St. ome. » 8,524 12,408 -31 
Pennsylvania ak 69,751 89,257 —22 
Pere Marquette. 8,121 —24 
Western 5,392 6,539 —18 
Southern 
Atlantic Coast Line.. 12,499 —15 
Illinois Central...... 28,117 —29 
Louisville & Nashville. . 22,188 —31 
Seaboard Air Line..... 9,862 -13 
Southern Ry. 741 —15 
Northwest District 
Chicago & Great Western..... nen 3,216 4,710 a2 
Chi., Milw., St. Paul & Pacific.... 16,524 23,463 —30 
Chicago & Northwestern......... 19,741 26,477 —25 
Great Northern........ 8,817 —20 
Northern 9,296 —23 
Central West District 
Atchison, Topeka & Santa Fe..... 17,514 21,825 —20 
Chicago, Burlington & Quincy.... 14,685 21,512 —32 
Chicago, Rock Island & Pacific.... 12,381 17,787 —30 
Chicago & Eastern Illinois........ 3,326 4,998 —34 
Denver & Rio Grande Western.... 2,815 3,546 —21 
Southern 12,309 16,959. —27 
Western Pacific.............. 1,891 2,324 -19 
Southwestern District 
Kansas City Southern............ 2,279 3,151 —28 
Missouri-Kansas-Texas..,........ 5,431 6,557 -17 
15,079 21,074 —28 
St. Louis-San Francisco.......... 7,890 10,309 —23 
St. Louis-Southwestern........... 2,689 3,264 —18 
5,187 6,358 —18 


(Compiled from American Railway Association figures) 
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PLEASE 


Cash Securities—W hich? 


SHOW THIS TO 


N THE hectic period ending in October, 1929, 
the universal desire was to get rid of cash in 
order to buy securities, automobiles, houses, etc. 
Since 1929 there has been an almost continu- 
ous flight from property for the purpose of 
obtaining cash regardless of the sacrifice in- 
volved. 

Values have been slaughtered to such an extent 
that in the opinion of shrewd investors it is just 
as important now to exchange cash for under- 
valued securities, property and goods as it was 
in 1929 to exchange property of all kinds into 
cash or the equivalent. 

People who sacrifice sound securities at these 
low levels are likely to have the same vain 
regrets in the course of a year or two that were 
experienced by the millions who have been 
singing the sad refrain for over 3 years—“Why 
did I not get out when everything was selling 
sky-high?” 

Unless one is to assume that some of the pessi- 
mists are right in their predictions that America 
has lost its proverbial ability to rise above 
temporary adversities, we cannot escape the con- 
clusion that the wise person is taking steps to 
convert part of his surplus cash into some of the 
remarkable bargains existing today. 

Many fail to realize that the acknowledged 
underconsumption of all kinds of goods during 
the past two or three years has built up a tre- 
mendous potential market that only needs a 
start to create an avalanche of buying in many 
directions. 

It would seem, therefore, that the great prob- 
lem today is not so much whether one should 


THIS SPECIAL OFFER TO 


SOME 


buy securities and needed goods but which selec- 
tions afford the best opportunity for the wise 
expenditure of funds. 

As political and financial changes take place, 
new opportunities are being presented each 
month which one year ago would have been 
highly unattractive. In other words, you must 
keep your ear to the ground and be on the alert 
to properly appraise the significance of every 
new factor bearing on the economic situation. 

Many investors are now on the fence as to 
whether inflation is coming or not. This big 
issue should be watched with extreme care so 
that your investment program may be adjusted 
accordingly. Developments along this line will 
be studied and analyzed for the benefit of Finan- 
cial World readers. 

In the weeks and months ahead, we believe 
The Financial World will prove to be of excep- 
tional value to investors and business men who 
realize the importance of keeping in close touch 
with the changing business and investment 
situation through the eyes of unbiased experts. 
It is more than likely that many individual issues 
of The Financial World during the next 12 
months will prove to have been worth much 
more than the price of a year’s subscription to 
those who were shrewd enough to read with a 
discerning eye our special articles and other 
information. 

Remember this. If you wait until it is obvious 
to everyone that it is wise to buy securities you 
will not get them at present bargain prices. If 
you wait until the crowd acts you will likely 
be wrong. 


INVESTORS EXPIRES MAY 


{If you are already a subscriber, please show this to a friend} A-5 


Here is my check for $10 in full payment of the 
following: 


{a} 52 weekly issues of The Financial World (Canadian and Foreign 
Postage, $2 extra}. 

{b} 12 monthly editions of “Independent Appraisals of Listed 
Stocks’’—an indispensable manual full of vital investment 
data and ratings. 

{c} Free privilege of writing for advice by enclosing a stamped, 
self-addressed envelope with each inquiry. {Each inquiry to be 
confined to a single security.} 

{d} 20 Outstanding Securities {Stocks and Bonds}. 

{e} “Time To Buy a Fortune” and “A New Basis for Selecting 

tocks.” 


THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


City. 


THE SCHWEINLER PRESS, N. Y. 
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Union Carbide and Carbon Corporation 
Consolidated Statements 


INCLUDING DOMESTIC, CANADIAN AND OTHER FOREIGN SUBSIDIARIES 


as at December 31, 1932 


ASSETS 
CURRENT ASSETS 


Marketable (at Market 
December 31, 1932).............. nee 3,450,637.53 
Recervas.es (After Reserve for Doubtful) 
Trade Notes and Accounts............ $ 8,674,694.78 
Other Notes and Accounts............. 749,497.77 9,424,192.55 
(Cost or Market, whichever 
FIXED ASSETS 
Land, Buildings, Machinery 
— Mortgages not assumed............ 3,123,400.00 215,863,104.13 
INVESTMENTS 
Affiliated Companies not included in Con- 
Real Estate Mortgages................++ 250,333.60 
Capital Stock— Union Carbide and Carbon 
Corporation (91,105 Shares at Market 
2,391,506.25 
Other Securities 3,477,029.70 14,752,699.30 
DEFERRED CHARGES 
Prepaid Insurance, Taxes, etc............ $ 1,158,101.53 
Patents, Trade Marks and Good-will........ 1.00 
TOTAL ASSETS.............. $293,789,780.79 


INCOME 


(Year Ended December 31, 1932) 
EARNINGS (Arrer Provision ror Income Tax)... 


$16,865,073.99 
Deduct— 
Depreciation and Depletion............... $6,178,425.44 
Interest on Mortgages and Funded Debt of 
Subsidiary Companies.................. 695,823.52 
Dividends on Preferred Stock of Subsidiary 


LIABILITIES 


CURRENT LIABILITIES 


Bond Interest (Unpr iC and 
Interest Payable January 1, 1933) ioeess 193,872.50 
Dividend Payable January 2, ee 2,700,222.90 
ACCRUED LIABILITIES 
Taxes (Including Income Taxes)......... $ 840,913.72 
Bond and Mortgage Interest............. 81,725.00 
Dividends on semen Preferred Stock 
of Subsidiary Companies.............. 74,666.66 
Torat Current LiaBiLitigs........... $ 6,596,984.11 


FUNDED DEBT OF SUBSIDIARY COMPANIES 


First Mortgage Bonds— 
Due February 1, 1937, 6% 
Due July 1, 1941,5%... 
Due July 1, 1950,6%... 
Due October 1, 1955, 5% 


Mortgages on Real Property— 


Open Mortgage 700,000.00 
Due April 1, 1945, 544%..... 208,333.00 
Debentures— 
Due April 1, 1958, 5%........... wah 145,500.00 
TOTAL LIABILITIES.............. $ 15,937,317.11 
RESERVES FOR DEPRECIATION, ETC. 59,395,767.08 
PREFERRED CapitaL Stock OF SUBSIDIARY 
Caprrat Stock oF Union CarsipE aNnp Car- 
BON CoRPORATION—9,000,743 SHARES OF 
$293,789,780.79 
Surpuus at January 1, 1932 ...... 943,659,274,52 
Deduct— 
Adjustment of Marketable Securities and 
91,105 Shares of Stock of Union Carbide 
and Carbon Corporation to Market 
Additional Reserve for Doubtful Receivables 1,000,000.00 
Miscellaneous Items not affecting 1932 
$40,201,338.28 
Add— 
Net Income for Year (as above)......ccssseccccsccecs 8,781,426.09 


Deduct— 
Dividends declared on Stock of Union 
Carbide and Carbon Corporation: 
No. 58—50c per share, paid April 1, 1932...$4,500,371.50 
No. 59—30c per share, paid July 1, 1932.. 2,700,222.90 
No. 60—30c per share, paid October 1, 1932 2,700,222.90 


 $48,982,764.37 


No. 61—30c per share, payable Jan. 2, 1933 2,700,222.90 12,601,040.20 
Surptus at DecemBer 31, 1932................ $36,381,724.17 


Nore: Income includes twelve months earnings to September 30, 1932 of certain subsidiaries other than United States and Canadian, and $146,155.65 dividends on 


Capital Stock of Union Carbide and Carbon Corporation. 


Union CarBIpe anp CarBon CORPORATION: 


AUDITORS’ CERTIFICATE 


We have examined the books and records of Union Carbide and Carbon Corporation and its subsidiaries. Accepting the statements of other auditors with respect to 


subsidiaries other than United States and Canadian and subj 
accompanying lid 
stated, and are in accordance with the 


New York, March 25, 1933 


ject to a contingent liability as guarantor on notes of $3,856,069, we certify that, in our opinion, the 
ts set forth truly the financial condition of the Corporation and its subsidiaries and the results of operations as of the dates 


HURDMAN AND CRANSTOUN 


 1,165,000.00 
318,000.00 
i 


